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THE MADRAS PROVINCr VL BANKING 
ENQIIRY COMMHTEE 


REPO R T 


CHAPTER I 

I NTRODl ( TORY. 

After u n limber iif <hs<'ns<i(»nj4 the (inveriinient of India deeideit 
that, jiemJnij^ the rei n ti oiliirtion of the propoj^ii! to provide a 
(^Mitral Heserv(‘ Hank, it was desirable t<» h<dd an (*n(|uiiv into the 
existing < toulit ioii^. of banking in India, and to make reeoinmendu- 
tion for the expansion of botli indigemnrs and joint -ntock banking 
with spe( ial leterence to the need> of agnnilt nre, eoniineree and 
industry. 

2. In the ubseiK'e of any preeise terms of reference it seems 
nece>saiv to specify the purpose for wfiit h the (‘oinmiltee has heen 
called. 'rio‘ proposal was to set up a f^entral ('ominittee and a 
numher of Provincial (’ommiltees atid to arrive at a (dear defitiition 
of the scope of empury by the Piaivim ial (%»mmittef*, the following 
analysis <d the snhjei ts to be cover e<l by the eiojuiiy us a whole 
w’as arrived at: — 

(i) The regulation «d I>aiiking with the ol)ject of protecting 
depi»sitors and thereby increasing c-onfidenie in the 
banking system ; 

(ii) Hanking eilmation with the objiMt cd jinwiding laciljtief** 
for obtaining training in banking and generally of 
creating a Ixxiy of people w’ho have a real knowledge of 
the principles and jiructire of bunking; and 

(iii) The development and extension of bunking on rtouiid 
lineft. 

Thiti last item i» capable of further snbdi vision as follow'rt : — 

(<t) Industrial V>anks ami c redit facilities for India’s main 
industries like eoiton, jute coal, etc, ; 

(7>) Financing of foieign trade; 

(r) Agricultural credit (including co-operative credit) and 
credit facilities for email induBtriee; 

(d) Mortgage baiikfi; and 

(e) Financing of internal trade in connection with adl (he 

above heading*. 


of 

ri.qoiry. 
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Itenijs (i), (ii). (lii) [ai and {hj weiv excluded from the purview 
of the Provincial (’ommitteeB and it was sugg-esteil that the object 
WUH to ^^ecure so far as the rural jjojmlution is < once rued that the 
cultivator nhould receive the credit he needs both for the iinp*<ne* 
meat of his Jaiiri and its equipment and for the marketing of his 
})roduce, and tliat, on the oilier liand. means should he devi^eil to 
stimulate the liahit of investment and attract hanking deposits, 
Consefjuent 1 y Prrivincial ('ommiltees should cmiduct in a few 
selected ureas an intensive survey of cftnditions, existing facilities 
and recjiiiremcnf s and a geiieral survey (d the Ihoviuee as a whole. 

d. It was dei'ided tfiat the (’entfal ( ummiftec slnuild in addition 
to their precise duticvs outlined act as advisers to the (government 
in laying down the lines «»n which Piovincial ( ’oinmittees should 
conduct llieir enquiry. 

4 ; I'lovse pToposals were in general agreed to and a |>re.ss com- 
immicjue was issued on T^th June slating that tlie ohjects of 

the enquiry were the investig'ation of existing cuiulitions of hanking 
and the consldc^ration of what Bteps, if any, are feasible and 
desirable under the following headings: — 

(d) The regulation fd hanking with a view to protecting the 
int(‘resls c>f the* joihlic'; 

ih) The* devedopmemt of hanking in tlie sen-ic of the expansion 
f)f liofli indigc‘nou> and joint-stock hanking witli spcHual 
refcM‘enc«‘ to the* ihmmIs of agriculture, ronnnerce and 
indust ly; and 

(r) Banking education with a view to thc> provision of Indian 
personnel in adcMjuatc* nnmhers and with the necessary 
qualiiic at ion to meet tlie iio i easing needs of the cauintrv 
for a sound and well-nianaijrcMl national system of 
hanking. 

It was further laid down in the* (Tovroiunent of India's lettei 
that the Provincial ( 'oinniiitc'cs should classify the* mattu ial and 
infornmtic>n cadlected under ciutain main hcaids wdiicdi were 
Hjiecified. 

Vensoimftl of 5 following roiniuittee was aci'ordinglv constituted: — 

the CVuntnif- , 

1. Mr. II. M. Hood, I.C.S. {Chairman), 

2 . Mr. P. J, Thomas, m.a., n.LiTT., pii.d., Pro/e.i.«or 0 / 

Ei'ono7rii('S, Madras U ni rersit ij {Indian Eronritnuif ). 

3. Mr. C. (loFAL Mknon, ("‘kkt. a t-H., m.l.c, {Representative 

of Commerce), 

4. Mr. II. F. P. He All SON, {Representat ire of Com- 

merce). 

5. Mr. M. A. MnniAH CiiEvnwu, u.a. {Representative 

indigenous hanker), 

(>. Diwan Bahadur B. MrNivS\v\Mi NAYrnr, b.a., b.l., m.l.c. 

{Representative of agricultural ii^terests). 

1 , Khan Bahadur V. Hamked Sfltan Maricair of Nega- 

patam {Repretentative of Urban interetis), 

Uao Bahadur C, J. P.at7I., b.a. (Secretary), 



6. TJ»e Ctfiitial ('oiniiiittet* j»n*|>uitMl a ^eueral qut*.stionnaire and 
finally sent tor the j^uidance of Provincial Coumiitteob a nmre 
elalwate skeleton on %vlut*h the information and material should 
l>e set out. This report follows in detail the lines of that instruc- 
tion so far as it i> ap|dieahle tt> this proviiut*. 

7. This Couimhtev asHomhletl at Madras on tiie otli Angus! 

and adopted with one or tw<i minor alterations llte i|uest ioniuiire 
sent by the (hmtial ('ominittee. A copy oi the questionnaire, ns 
ameiuiiMl by the ('omiuitt»n\ is [)iin(ed tm page \i ot \ olume II of 
the Ke[»ort. (\>pies wore snit to all ptnsons who were likely to give 
useful inloi Illation to the t oiuiaillee. Copies w ere also sent to the 
Hoard of Kevmuie and to a iew other Heatls <'f Dt'pai tments for 
distribution to sinli ot tlu* otUeers under them as wert» in then 
opinion likeK its fnnusli replies t'« at lea^t a t»‘W id the 

many [>t)ints whi* li the < oninntti‘e had to in Vi‘>t igate. On tlie 
w'hi>le neaiiv eopit*-. in tingiish and ovt*i LMMt in tin* viunac'ularH 

were thus di>t i iluitiul in the l*i i‘siilemy . d'he (jinstionnaire was 
alsti puhii>he<l in t}H‘ Fort >/. (rii:r(t*' in English and in 

all till* Distrn t (iazetti’s m the \ ei naeulat s. In all Wi» ie« eived 
277 lejilies w hii !i ai*‘ pnnl<Mi in \ olunnw II and III oi t ho lte|>ort . 
(H those who ii‘piiiui to the ijUi’st ionnaiti* gave oral t‘vidence 
bfdore us. l*itty-one persou-s, though they luol not sent any reply. 
Were also invited to gi\t* and gavt‘ i,ual evidtuiee. I’lie oijil 
('viiienee liM iuded luinfed in \ olunn* IV <»i the Report. 

S. The d illi( ui i tes whirji tlo* Coiniaittei* lias had It) fa(*e at rse 
from the faet that in a juo\in<i‘ of surh markeil diversities as 
Madias whtui* tin* nietlMHls oi iinal ereilit and marketing and the 
loinis and inridem a* ol indtdite<iiiess nii* so varieil that a full enquiry 
into and aerount (d tlo' w hoh‘ of them over all (larts of ihi- Prcsi- 
denry would lequiia a tar l<ing<u time and a lumdi larger Htufl 
tiiun we!4‘ avaiiaiile to us, A lull eiujuiry into all the* pridileuis 
rd rural i ndi'btetlne^'s aiul tsnam ** of all intiunal trade ami <d Indus- 
tries ami ol the hnam *’ of tht>>e ami td thr* ino\ement (d money and 
transpiut of gooiO wdubl invol\i» an amount of labour which If 
was not jiossible for us to perform fully iu so brief an enquiry, 11 
it is thoug'ht nei'Cs^ary that further empnries, particularly in realms 
of rural tiiiame. are desirable, we ('<msider that this could bent 
be done by the appointment of a Hoard uf Iv’onomir Kmjiiirv'to 
Work in cu-oj>eration with the (b»vernment Dfqtartments and w ith 
the University. 

lb The (h)inmitiee rou-sideied that it wa** impossible to uudertuke 
an intensive survey of wlmle di‘^tiiots as was apparent] v conteiii*- 
plated within the limited time available and decided ic< Iiave a 
survey of rural finance d >ne in a group of village# chos 4 »n for the 
purpose in each ot four typical di^-trieds of the Presidency. A 
survey was accordingly made by two Investigators spe< ially appoint* 
ed for the purpose iu the districts of Kast Godavari and IJellary^ 
in the north and in Madura am! Odmbaiore in the #outh. An 
intensive inTestigaf ion was also made by !)»e Tn vestigalor# into 
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the Waking iacUitie^ available in lite towu<4 of Madura and 
Cocaaa4ia. A bul>-CoramiUee of the main Committee made a simihLr 
enquiry in Madrasi City. The rejmrU of the Investigators are 
printed in Volume V of the Iteport. 

10. A Suh-Comixiittee ot the Committee with two representatives 
from Coorg in it was under the orders of the Government of 
India entrusted with the task of enquiring into the bunking faeilities 
available in that Province. This ( oorg Sub-Committee's Report 
and evidence, both written and oral, are printed in Volume VI 
of the Report. 

11. The Committee in the courj^e (d its e!H|uiry visited Rajali- 
mundry and Bellaiy in the nortli, Madura and Tuticorin in the 
south and Ctiiiubatore and Calicut in the west. W hile at Rajah- 
mundry the Committee took the opportunity (d verifying the report 
of the investigator on one of the villages in East Godavari district. 
While at Madura tl>e Chairnian visited Chittainpatti and made 
enquiries into the conditions oliluining in that village with reference 
to the Investigator’s report. The ('ommiHee also visited Tiruppur 
from Coimbatore and nimle enquiries int<» the working of the 
co-operative society organized in that centre foi marketing cott<in. 

The estimated c<».st of the Committee is — 

ttS. 

In 1*J29.;U) 41,000 

In 1 9:10.31 18,000 

Total 59,000 


CHAPTER II 

Sm iAL Fk.ATI HKS OF TUK PeoVlN< F, 

12. The economic factors which determine the conditions in 
wliich any system (d banking, money-lending or finance must 
operate can <mly be examined with retereuce to the large commu- 
nities engaged in different forms of activities for obtaining their 
livelihood. 

13. There is the very greatest disparity Wtween the different 
areas in this Presidency. Not oul\* is there great diversity of 
language but there are also marked variations in the fertility in 
the soil and of the climatic conditions in which that soil must 
be cultivated and other cw'cupations pursued. Races and castes 
vary greatly from one part of the IVesidency to another. So 
again do the effects of climate on the health of the inhabitant 
and on his energy, strength and endurance. There are thus a 
number of localities in each of wliich the conditions are more or less 
uniform, but each having its characteristics and differing in those 
peculiarities from other areas. There are minor variutious td 
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coniliiioati in each area. Without a brief referenre to tho^e coiidi- 
lioAA no outline of the eiuiioime conciitions M the Pref^iclency woiihl 
He complete. 

14- “ The « of itu* southern tlistricis oi tlie Mttdrae an<i 

Presidency has been not uiujitly summed up as beiu^ nine months tOhfJi. 
hot and throe months hotter/’ The mean temperature in Madras 
City in May is 89 (»^ and in daituarv I'he hill tracts are, 

up to about teet. generally unloniltliy and feverish whili' 

tlie plains and the higher hills are largely free from seri<»us malaria. 

The .south-west Uioiisivon rarely faiK on the West ('oast and iUi the 
lops of the \\ e>tern (iliaut^, tlie Nilgiris and the rnivum‘oie 11 ills 
but tiiese hills slielter tiie rest tii tlo* Presoleni v 1 1 om ilie tull 
force of this nionsooii. I'he main river deltas are, InoveviM. depen- 
dtuit on this iiionsot)!! and the Deetaii and I Im‘ inutii-east districts 
fnuu (iuutur noitliward> gtt their majoi supply during the south- 
west monsoon while the csiaslal disliicts iioin Nelloie south and 
all the ramil district^ soutit ot t'oiuibaton* their major 

supply l iom t lu‘ mu tir-cutst rmsiisoon w hn h ih nn»dei‘ately heavy 
on tlie (‘oast hul falls (»iV lapoils inland. 

lo. din* language aieas aie io»< limiftMi bv unv natuni) hound- 
uries. d he d tdugu and ()n\a aitMcs iaec*t s<iiiiew heie in tianjani 
district and it i.s i nt ofl iroin ('entral India by a l>ell <*f lever- 
ridden hill and jungle inhaluted by j>nmitivc- toik speaking idiiefly 
Khond, Savaia and Ko\a. relugu and Kanaicvse meet soiue\vhei*e 
in the west of litdiaiy distrn t and along the Mysote easbun 
boundary Madras ( ilv i-v on the vague i»ouiidary between d'elugu 
and I’ainil and tlo‘ west (d Coimbatore mark>i lh*‘ boundary l>e(ween 
d’amil and Mulayalam d'lo* West ('oast is divided between Sfala- 
yalaru-speaking Malabar and jioiyglot South Kanura whcue d'uln, 

Kanaiese, Muhrati, Konkani and Knglish aic» all commonly spokon 

K). d here is one marked ( hai ac terist i( in w hic h Malabar 
differs from tlie re.st of the Presidency and that is in the fuel that 
in the rural parts ivot-. do not live huddled together in groups in 
villages but are sf attered eat b living in his own holding. Here 
and tluMe, there are tiny bazaars but the ( harat'U'rirttic* of iln* 
(OUiitiyHide in its scattcued homesteads is c»vid<*nt to the ixioiit 
cfi^iual olMerver. 

17. No i^ummai V of < ( (Uioiuk < oiulilious affec ting rural finauc^e njudn Ij^w, 
and of the fac tors whif h cmhunc'e or diminish rural medit and the 
facility with which advances can be* riMoveied would be complete 
without a brief reieieme to the Hindu latw afl>< ting different partu 
of the i*resi(ienry . (ienerally the Mitakshura Law ap|>liffs. fiUnd 

other property held by a joint family; the managnnnent 
descends from father to son l»ul the ownership is in the family; 
all the members have an interest in it and it can be alienated only 
for the benefit of the family. A debt contracted therefore by one 
member may lye disputed by .subsfKjueiit survivors on the ground 
that it wm for immoral purposes or for other purposes not to the 
interest of the family. Any property can, however, be acquired 
by a member by his own exertions or by gift and a member may 
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claim partition aiol m> obtain lii.s share ot the joiiit-fauiily property 
for iiimsiclf individually* In such properties the rest of the family 
have MO claim but though the member wlio has acquired it has the 
right to do with it as he sees fit, its disposal is apt to raise a 
que*»tioii of fact whether it w'as so acquired and was not a part 
of the joint property. When all members of the family must 
give their constmt to ilie alienation of joint pK^perty it will l>e 
seen that there is endless scope lor litigation and tlie value of sucii 
prujierty as a basis for credit must aciordingly be discounted. 

LS. There is, on the AVest (’oast, the alter etjo of the Presidency, 
an entirely different systeiiK In Soullt Kanara the Aliyasantarii 
Law governs the actions of the old Tulu landholding^ cultivating 
and labouring classes, the Mappilla des(‘en(lantH of Arab settlers 
and the Hunts. In Malalair the Manimakkattayain system is 
followed by all tin* Nayars, most of the ’ilnyans and other Hiiolus 
while the Mukkatlayam Law governs the Hralunans, the Christians, 
the Thiyuns of South Malabai and also low caste labourers. ’Ihc 
( Imructeristic feature of (he system is that descent is traceil through 
(In? female line and all properly re>ts in the joint-family or iarw^ad. 
.No one has more tlian a claim to mainUuiance and residence and 
no one cun claim partition. It managed liy one member and is 
u[)parently of rather less value as an asset on which to raise a loan 
tjian joiul-family property under the Mitakshara liaw\ 

LT. I’he economic? conditions iniisl be considered, In )W ever, vvitli 
reference to communities based on occupations. Of tlu?se, agricul- 
ture comes first and it presents certain common features over the 
Presidency though with inurked variations. Throughout the 
I’resiUeucy except oii llie AVest ( oast tlie j)rincij>al tenure is the 
vyotw'uii under which the ryot holds the land direct from the 
Oovernuieul subject only to the payment of kists. Tduue is no 
restriction on the ryot’s powers td alienation but in llie event of 
it.s l>eing sold to rei'ovtu- arrears of revenue, including takavi 
loans, to (lie Government tlie vendee receives a tlean title, t!ie 
sale conveying the land free of all tuieumbrances. 

20. There is also a large area under the zamiudari tenuie in 
which the zaiuimlar hoKls the estates ot the Government on pay- 
ment of u lump sum “ peshkash ’’ while his tenants on the ryoti 
lands hold of him on |»uyment of a fixed rent. They have an 
occupaucy right wdiitdi is alienable without restriction, the ryot 
being liable to evietion only fi>r non-payment of rent and (or 
rendering the land unfit for cultivation. The zamindar has, how- 
ever, certain small home-farm lauds which he may cultivate himselt 
or leUvSe out to teiunits-at-w ill wlm have no saleable interest. 

21. There is a ctuisiderable number of holdings of varying Vize, 
mostly small, ot inams of various kinds. The main features ot 
these are that the land i> held on a reduced or nominal asaeesnient 
or quit-rent in many cases on conditions that certain religioua, 
chariialde or other servite'v arc rendered to the commnnitr and 



tliat c»ii to render the ''e!viee^ ilu* huid liable to resump- 

tion or to assessment at t!te full lyotwaii rates. In some eases tbe 
land is givtui a> imu!\ winle in eases tlie inam consists eutly 

of the land revenue. Many inams lue, of eutirse, trust proj^erty 
heM on behalf of (emple^ or oilier institutions and their alienatioi; 
is restrieted at'eoioiinjj-ly , but inaius held personally have no other 
restrietions on their tenuie than tlnwe to which refereiu'e hail 
already been ma<le. 

22 . In Malabar di^trir!, svt^ eoim* to an <mtirely diflft'^reni tenure. 
Tile land i^ hid^l ol tlo^ (ioverntiuuu bv the janini who pays an 
assessment to the (iovernment. Umler him is a kanamdar who 
holds on a 12 years lease, wlm has a rijj^ht to renew fui payment 
of a renewal teo, Imt <'an be turmal out at the expiry of t^very 
such jieriod only on |uiyno*nt ot tlie twist of any impiovement h«» 
may have efiec'ted in the land. It Is jy^enerallv eonsiihufd that 
the kanamdar in rejLrard t > tin* seruntv of his tenure as a basis 
of eretlit, little difftuoiit from the s^amnulari oeenjuinev rvot. The 
kanamdar may liimsidf fuilt i *»r h»' nuu subbo to a tmiant- 
at-will. 

2d. A larye ar»M of land paitieulaily in tin* plant in^^ attuu 
on the bills IS hold on terniinabb' lon;.r-term leases from tin* 
fjroverninen t . Apai t I min tt*a and snnilar «»states. how ever, least*- 
hold tenure is not important, 

24. In South Kanara tin* Inddin^ untlt*! the Mnli tenure in 
a war;^, w hn h may inelude lands ot tlitb*rent kiinls in rlifterent 
jtlates even in ditleieiit villai^'os. I'he an‘a mav bt* unknown ainl 
the assessment riiar^’ed is a lnin]t sum for the whole, I’lie Mnla- 
war^dar owns the land subp‘rt only to j»avinent oi asHesHinent to 
the (iovernment and has also a elaim over the adjacamt waste land 
or kuinaki. The two mam classeH of tenant nndei tin* war^rihir are 
the niars oi |M*rmarn*nt tenants with an (wcnparny ri*^'‘hf 

and the ehal^ennlars or tenants-at-vi’ill . I he mnlj^eni tt'iianf pavs 
a fixed rerd ami has the riL’^ht to sniiendei ijo* land on pavunenl 
of tile Value of i m provenien t •». TTn* ehal^»^eni tenaiith do aetnallv 
continue on the land nndi-^l ur IhwI for j^omefatiouH but fliey bave 
uo saleable iiiteiests in it ( 'onsetjuently there is only tlie mop 
on it to provide any serniity for a loan. 

2a. The total extent of land on the rvotwari t<*nnre is 27 million 
acres and the xainindari 19 million acre#*. 

26. A ryot holdine^ under a xamindar or the kanamdar und<*r 
ft janiui is, however, less well-off than one holding direct from 
the Oovern merit. ITih r*^nt to the ianilholileri^ is f*iistomarilv 
than the assessment paid to the Ooverniiient. Oovernment sourties 
of irripation are in peneral kept in better condition, there are fewer 
incidental exactions and thonph in ryotwari tracts (be Oovernment 
collects the assessment and cesses in full without fail, while there 
is commonly in jmmindari areas a larpe uncollected balance, this 


1 *♦ uiv in 


Irhi.l- ill 
Siin I h 

K “ It .. I H , 


in 1 SOKMt 

of fl iff 'll* lit 
Urm leH. 

Eiinnoinit! 

ftdUimu of 

< ynt*. 



8 


V ,i)ri4» 4»f ) I 
mid orojp*. 


failure to 4*olle< t in not diiitributeii aiuuug the eultivatore, »o that 
all beueiit #<jually; it depen4l?« on the skill, influeuoe, ability to 
evade, obstinacy or poverty of the individual. In consequence, 
oilier things being e<jual, laud in xaniindari is less readily saleable 
outside and therefore less valuable than that in ryotwari villages. 

27. It i« not possible to di.seus8 the value of land apart from the 
value of crops. The three main features whi<‘h affect the value 
of land are: its net yielding jiower, the regularity with which it 
will give that return and its saleability. Thu.s excluding large 
and prosperous estates on the hills, chiefly under European manage* 
luent, the paddy lands in the delta.s are the m<»st valuable, failure 
of water-suj)ply which is drawn fi4)Tn an immense area is rare, the 
silt carried down constantly supplies a modicum of fertility and 
the crop yitdded gives a g<»od return. Tlie lankas or islands of 
silt in the big rivers are more fertile and the tobacco and garden 
rrops grown on tloMu more valuiibl(% but they are submerged during 
high flood and may be washed awiiy altogether. The sale value 
is therefore lt‘ss m prf>portion to an average annual return. Tea, 
<*o(Tee, peppei , will give a better yield jier acre than most other 
dry crops; but (limatii- hmitatious <onfiue tlicMu to a small part 
of the Presidency and the ne<e.s.si(y for <H)nsidei able (uipital and 
the |>ower to wait for four or live years btdore any return i.s 
ol)tained prohiliits ryots from growing sucli 4'ro[>s. The t'o- 

oj*erativ(‘ agricultural dmnonstration societies of wliicli rletails are 
given in paiagiapli doO havi‘ shown that with improvtul agrii’iiltn* e 
a marked incr»*ase in yield ran be oiifainerl, but tliere are vast dry 
areas notub1\' on the Deccan wlieie in a good year a valnalile (‘otton 
or grourulnnt crop can be grown but as tliev get a reallv good 
cro|) only about t>nce in five years the value of the land is rediK'ed 
aei'ordingly and after a number of bad years the value of land falls 
oft to a rtunarkable extent presumably because bad years bring 
more land on to the market. Tlie following statement sliows the 
normal yield in ponml’H per ame of various ci<)(>s in the different 
districts in (he Presidein y. Thi> ligun' has been arrived at bv 
tlie Agrienltuial department based on the ac tuals over a number 
of veara. 
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These figures hIhiw very clearly variations in output from one 
tiintritt t4i another huBeci on general ditt'erences. They do not 
bring out the difference in yield between one field and another 
tlepending on manuring, irrigation facilities and other cultivation 
metho<Js suj^eritujioHed on variations in tlie natural fertility of the 
rtoil. The following statement of prices will give the value of thede 
cropH : — 

* Prices of cr4>ps in 1 {>28-29 in rupees per imperial maund of 

82 2/7 lb* 
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Priren of er<»|H in 192^ iu jwr imperial mauud v»f 

82 2 / 7 I l>~<'o#i/ , 
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(N'otk, — B^ahk^ itt (iu^ f.Hinn indio.it.c lht«t Iht crop j»» not uti iii> jm>i t.tul UMwi gr»tni 
lU that pvirtiouinr dmtnrt ) 


Thest* tiio luiivevl at l»y takuig an uvnugf ovfi two ut t umvaijun 

thriM‘ of the priio ijml nuukrlft in earh di^itrict. W e IniM' aheatly 
ohserviMl that itu* si/e of the rrop iie|>en(i?< on the vahn* anil the 
yield ilepeuds on the < iiltivatioii methodH and we have leleiied 
the agrieultnral demonstration mk letie.s in Taiijo?** and I’rjehinn- 
poly distriets. 1 here i> a gtioinal leiideney on the whole to 
1 m jU’oVeinen t in mltivation nM*th<Kl> as is to lie observed troiii the 
lael that numbers id improved jdoughs are laung sold and iiieieas- , 

mg quantities oi artitieial manure. laa al supplies of manure ait' 
in inuny {>uits cd the Piesideuey deieetive, lu eertuin plaees 
manure erops are being grttwu, lor exauipie, sunn-liemp m the ea^c 
of u delta; oibeake is extensively used, fur example, in Madura 
di^striet and an uppreeiable (quantity of the groundnut eiup is 
erurthed hxuilly instead ol being exported in bulk, (ireen leaves 
arc always used for nuinure wjiere they are readily available in 
quantity b\it tliere are large areas where such supplies are inade- 
quate. In regard to patidy there are very eonsiderable variations 
ill seedlings einploved ait«i this depends very large! v on whether 
the setulliiigs are t raiisplau ted in large Ininehes or singly. For 
example, in the Kisina della transplantation i** in very small 
buuehes, nomiiuilly it is single seedling truns[datilat loti , wliile 
iu the NagavalH projtsd or again in Tan^ore delta that is not the 
eu«tom. Then again there are many vanaiionH in the use of irri- 
gation. Irrigated padily is a very murb more jirofitable i ro(> than 
any dry crop. But it is possible to give even paddy t(H> much of 
water and then again the output falls off. Many erops are giown 
entirely dependent on Wal rainfall, for example, rholam^ '‘affi* 
enmbu; but where water is available for irrigation or me^aional 
irrigation very much l>etter return is obiainml. Another fac;ior of 
delta irrigation is in the silt carried down and depositee! on land 
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Irrigmtivii. 


ituriug tii« early but where water is stored iu iauks juior to 

use for irrigation the bulk of this silt is deposited iu tank and only 
goes on to the laud subsequently if at all and at the additional 
expense of having it dug out from the tank-bed and carted to the 
laud. 

All these variations in the methods uf cultivation ailect the 
value of the crop produced and consequently of the land itself. 

28. The south-west monsoon rarelv fails on the West Coast. 
( onsfMjueiitly lands to tlie west of the hill tops and all those areas 
irrigated by rivers rising in the Nilgiris and Western (ihuuts and 
the Truvaijc(ue Hills have a water-supply which rarely tuils to be 
adeipiaie. This sujiplies Miilahur and South Kanara districts, the 
(iotlavari, Kistnu and Cauvery deltas, the Iviirn<H)l-( 'uddupah canal, 
the Periyai system ami a nuinher of ininoi jriigation sounes 
depending on tlic Hanie main supply. Tlie crop^ so ensured are 
principally |)ad<ly and seioiully sugar ami these over such areas 
run he relied on to giv<‘ a steady yitdd Hm tuating l>etween limits 
l>ut rarely failing. For diriM’t rainfall, tt‘a. coftec. riildier. carda- 
moms ami |»eppei on the lulls, coconuts, arerariut> ami g^iiigtu on 
the plains are all valuable rrop>. The reinaimlcr ot the Presidency 
lias a coiisidtoable area growing dry rr(>pN ot wliich the most 
valuable are c(»tton and groundnut, though there is ^till a large 
aVeu under various food grains, which pnvsiunahly do not pay so 
well, and little trouble or expenditure is devoted cultivation 
which is us likely to tjiil as not. A further considerable aifii is 
irrigated by tanks and minor luojects relying on loral rain or at 
most small rivers for their water and conse(|uent !y far less reliahle 
than the large ileltas. The best of them are tire KushikuKa System 
in (iaujani, the Magaviilli Project in Vizagapatam. the Peniiai 
delta in Xellore ami a uumher of minor ones. Idu* r iops grown 
in 1928-211 which may generally ht' taken all round as a fairly 
normal rear were as follows: — 


• 

(.‘rop 

.\r^ ill aon's. 

Y ield iji 

Price per 

i'oui 

1 rrigatod. 

1 

j Totii!. 

ton?. 

msuad. 

Value. 



tS«.S73 

11,018,^81 

7,75T,2,io 

KS. A. 

3 7 0 

u. 

73,63, 01, (>0« 

Cboliiia 

4.614, 57y 

1,363,220 

4 2 0 

16,29,66,281 

Ctttuhu 



839,390 

4 10 8 

10,62.77,237 

H«gi 


3,254,011 

1,069,620 

4 2 8 

12,12,23,800 

Kwh 

40,704 

1,669,734 

324,21^(r 

3 8 0 

3,08, 86, 744 

Vnraifft 

1,102,240 

423,750 

3 8 0 

4.03,41,000 

SmiUkt . . 

i 17,148 

801,865 

163,430 

3 8 0 

1,&6,68A38 



118,021 

56,5<K> 

3 8 0 

63,78AOO 

Oilier 

150,014 

597,488 

16,431^ 

7 0 0 

81,28,372 

ToliJ pal9ej» 


2.837,378 

150,850 

4 0 0 

1,84,13.480 

HngmtfMUie 

S5.43V 

89.075 

244,820 

9 0 8 

6,99,81,939 



Croji*. 

i Aroa in aoT\i«i. 

i 

1 

} Yield in 

l*ri<?e |i«i 
maiind. 

j 

Vntal 

Irrigated. 


1 torn*. 

in Tains, 

Sugar (toUU) 

■ 

173,831 


M. A. r. 

ma. 

Total ©on'IirueJiN an*( 


»ti;g,a74 

. • 



Mango . , 

PJantsiini 

Other frviitt aiM 

A!iM?«rnrvrniK>n» 
oro p* . 

Total fooil rropHt 
<t round nut 

■ • 

I Iti.lJl' 

24 3,386 
1J73»VI» 
307.*JV1 

42.641 

2V*^16.U3 

3.67».34y 

1 ,830.330 

‘ 

4 o o 

■ 

fiiTigolIv 

Ufl,J77 

7£.y.7l« 

08.710 

'3 In 8 

iy,vi.;h*.8o4 

('.ifttor - . 

3,4 ftn 

344.373 

32,110 

f 

6 K 0 

2, 68, 54,1 4^4 

t'ooonnt 

f*7o ,3ao 

1 

67.30,088 

OthoT oil 


Ihl .886 


i 

rota] oil 


r, 514.664 

i 

1 


irolton *. .. 1 

1 -31 * 1‘* 

2,464.775 i 

623,860 j 

40 i> f) i 


Oih<t;r tlhieiH 

Indigo . . 1 

Otbur dye’i 

, iW.,un 1 

176.252 

48.573 

I 6,7H> 

■ 1 6 4 

i 

i 

1 

i l0,lH,6<l.0tH» 

Tol^ujoo 

Other clrag^ ..n t n u . j 
COtlCH. 1 

Koddfr f TOpf . . . j 

! 

j 

• ■ ! 

263.171 

4<»7,426 

l.i.< 76o 

i lii 0 0 j 

1 

f,63,80.iM*t» 

I 

M i!S>eliaT^<•on^ i!<»n-food ' 

1 

135,238 

\ 

1 



crop**. 1 

i 

Coffee . ! 

Olhfjr erop** 

TmuJ .. 

j 

47l*.^7t^ ' 

10/^41.271 j 

i 

163,016 

82.677 

. 1 

7 IJ .36, 66V j 

i 

I 

i 

- j 

■' i 

i 

1 

■■ i 

1 ,64.64.36,0.iy 

(Koik - 1 ton :C240 Jh. or 27 * 

iti«][ieriai rn^orid* ^ 1 Ktle 

of CO(t*MI 

|tH» Ih.) 


'J'Hm \ flint of crops has )»♦ eu gi\co for acres out of 

38,990,000 acre*. 


The urea irrigatCMl tv;i^ lollotv.^ : 

; — 



X ombar. 

A re* 

irrinaifd 



ao* 

<\uiai!i>— ^ 



Goremioent 

16,466 

8,723,833 

Trivate 

7ank* — 

1 ,tM 3 

244,180 

Government 

Trivate 

;k>1,473 \ 
4,2418 ] 

8,21 6, 

\\ elltt— 



Oovetiunent 

4,614 1 

1.442,333 

Frivate 

»« 2,406 J 

Other arsAa 


464,840 


Tat«,l 

115, 744 


The rotation of crops wliir h is so emphasised in other (*oimiriea 
is practised only to a limited extent, tor example, cxitton alter* 
nating with chotam in Coimbatore district, but the piineiple 
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involved i» not one which pruetii!»ed to any larj^e extent nnd the 
custom of g^rowiiig, hh i** done, for example, in the dry taluks of 
the Kintna dij«triet, five erap» together on one hit ol land with 
the expectation that if one tails another will succeed is based on 
the uncertainty of the rainfall in thc^ areas and lias nothing 
whatsoever to do witli the rotation ol crops. 

211. The two luctois, uaixiely, the yiehling power and the legu- 
luri iy as aliectiiig the value ol laud are in luct to some consider- 
aide extent interde|>en<leut , A ryot ivill not spend s<j much on 
cultivating Iwiol wliere the rainiaU is precarious and C4>nse<jueutly 
the yield is less while the sulealdiity not only' fluctuates in soiiie 
areas Iroiu year to year aicundiiig la the season but varies with 
tfie iiei yielfl, there naturally being less demand lor Icol land 
tic* II loi good. Jiut each of these tailors is altecteil iniiepeadently 
in oilier w ays. The net \ lelil obviously varies with the crop 
wliicii can be giovvii, the manure put iii, the iiici«li*ntal rhargi's 
including rent or assessineiit ;md the cost oi marketing. 1 he 
legulurity of the return is deteiiuiiied ciiietly by the monsiHUis but 
the liafulity to p^^sts anil storm <lumag<*, the pri^valeiua* ol epidemic 
diseases also atlect it. 1 lie saleability is affected not merely by 
the \alue ot the [iroperty as an investment — the first twt> factors 
deteiiniiie that iiiattei' — but also tui tlie existence ol a market. In 
critain ateas land is out o\ l ultivat ion an<l is hardl\ saleable as 
in the C’eded districts alter a few bad years, in t>theis land (aiinot 
be s<dd because (ombination among the villager.s pioliiluts one 
of ilicm from buying tlie land of anolhei and previmts au out- 
sider from bubiing tor any land or from cultivating it if ho is so 
liurdy* US to buy it. Siudi practices are coininoii among the Kallai' 
villages of tbe south where practiiully the whole village is 
inhabited by one I'oiumunity, but this is not a fuct<»r ordiuuiily 
of iiii[ioi tuuce in the more prosperous aieas. 

dU. la order to ascertain wheiliei the laud is cuitivated to the 
l>est purpose it is necessary' to enquire w'hether the landholder 
liiuisell cultivates or leaves it to others. Generally" speaking ryots 
in the large xuininduris of the Kast Coast cultivate their own 
lauds as do the ryots generally in the Deccan and the Central 
ureas. Similarly the siuall inuiudurs wdio still Hiave the personal 
or service inanis left in their possession generally till their own 
laud but in the deltas there are considerable extents of fyotwari 
land sublet by ibe absentee ryots, while laud held by Brahmans 
and all trust properties are commonly' sublet. We find it difficult, 
however, to draw* a clear line bedween cultivation by farm-aervants 
and subletting. Subletting is rarely on a money rental. It is 
commonly on a sharing system, the landlord getting 40 to GO or 
even 80 per cent of the y*ield and the tenant the rest. The tenant 
commonly goes on from year to year eking out a precarious living 
on such terms, borrowing from the landlord being supplied by 
him with seed, cattle and implements. The farm-servant, on the 
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other hand, usm the landlord t^d, cattle and impleineuU, get^ 
advancee in caah from time to time for petty itHjuirementH and h 
paid from the harvej^t either a lump sum of grain or prt>portion 
of the yield. The faria-aei vant may in some cases be paid a little 
(msh as well as a fixed amount i>f grain. The tenant may cult i vale 
with his own stm'k and implements but there is in practice no 
very clear line le^tween the two, hikI when the landlord is an 
absentee It is not always obvious a'hether the actual cultivator is 
a farni-lalH>urer or a sub-teiiaut. 

•U . The value <»f the rr«*|» is the main factor in tleteriniuiiig 
the value of the land, the ratio of the one to the otl»er depending 
mainly on the lertainty of the nops uiul as ati inv^Ntnieni it may 
W taken that wet laiols in the <lelfn yield to r> to jier rent on 
the sum Tnvested. In the rase of paddy the ttvsl <d rultivation 
inrluding coolie charges ahs<»rhs roughly half the rrop. The three* 
main features in fart whirli aflert the value cd land are it** nt't 
vielding' power, the leguhnity with whi<d) it will give that return 
an<l its siUeability. The other minor factors afVeeting (he value 
of land are the siy.e of beddings and the extiMit to uhicdi these* 
hfd dings are fragmented. 

•12 As rt*gards the siy.** cd luddings we* have the fcdlovving sfafe^ si##? nf tiuM- 
nient sluming (he ntimbei <d pnttns of variotis values held iu tin* 
l*residenrv it» fasli IdTT) 
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According to this statement 97 per cent of the pattas pay an 
asseasnient of Rs. 50 or leas and 74 per cent Hs* 10 or less. The 
total holdings in the Presidency is 27 million acres l>otli wet and 
dry together and as this extent pays an assessment of Rs, 56 millions 
fully assessed laud pays oti llu* average Rs. 2 an acre. Seventy-foin 
per cent of the pattas cover holdings io the extent of dO per cent 
of the total aiol have an urea of 2^4 acres each on the average and 
the foH*)’iving statement shows that thei'e has heen a distinct 
tendency in the past 25 yeaivS for the siKe of a holding to 
diminish : — 

8tar* in*nt showinc th* niunhtrs and » struts of ag rica It n rnl boldiivga 
i!i th»‘ Prcs^iii^-ncy in fssHs Idl'h 1^25 and Iddo. 




j Fa fi 13 JO. 



X timber c^f 

J rt* 

KxiMit i f 
iujiil nigii. 

CC) 

A ¥rtrr»g0 
rxU'uf of 

1 fkh t r»* 
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i fO t « 

J eiiit j rO Cl 

. 

355, 7S0 

A( 
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7V»,*2 3 

i 

Of 3 

0 22 


Tocil .. 

l36l ,5r H 

334.356 
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Ten Juol l*'^*'* Vn: ♦ 

J o i ! t p .i C •% 

or^r Uc. 1- 

■ ■ 1 

J ,75b,»;S3 

4.1 35.S>6V4 

.3 .5 
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Tcl^ . . 
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2 ■ 2 1 
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I'oUl 

j 2,U:i>ril 

; 15.72*,1'S; 1 

7 33 
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— 

i 

i 
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h 1 

i 

1 

A *,g>. 

i’ X t r t ; f < • f * 

? J i» t*h 
if ft h 
p raff .di«f 
f 7 } 

Ons roiisip d 1« - 

Sjrig?e pii0.s . . 

Joirt 


407 77V< 
FV3 57* 

A< 

176.367 

}54,ftn 

0 €8 

0 17 


To*ai 


4 31 .OOS 

0 3 

Ter. rup^n &nd 1ms hut 
BirgJe pattft 

Joint pmt m 

over Ke. 1 — 

1 5l2.72n 
2.462/*70 

4 ,hf»4 911) 

2,907.132 

3 23 

1 IH 

Ow Ke. lO— 

Single pttita 

Joint p&tt% 

Total 

3,v75,ai^<^ 

7.792 012 

1 U6 



ei'i»,45! 

1.«7»,5V» 

10.96{>,030 

6,464,736 

13 37 

3 S& 


Total 

S,49$,0&rj 

J7,«24.76S 
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Vol. I.— 8 
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Fragment 
tion of 
holiiiiigs 


Stiit^ ment Hhowing the numbf rs and extents of agncultural holdinga 
in the Pre«ideney in faslis 1310, 1325 and 


j 

1336. 

— 

KnmWrc'f ' 
psttAdar8. 

r8‘ ' 

Kxtent of 
lioM t rjgK. 

(‘0 

Average 

1 extent of 

1 the fhjkre 

; of each 

1 p^it tad a r. 

1 (10) 

One aiel — 

Single pntta 

Juint pat th 

1 

At ». 

361 Mfi 
37,^61 

0*60 

013 

'I'otti! 

2,riy5,yC4 


y 26 

Ten rvue«8 Met lfrsi> StU over Ke, 1 

8iri gie pat til 

4oint patt.! .... 

l,Fyi\3]H\ j 

6,414 ,096 

3 684,0.14 

2-86 

'I'otft) 

Over JU 10 

Hinglci 

Joint pfiOn . . . . ^ 



J 71 

88H.187 ! 

lo,81M.9Sl 

6.766.473 

3 38 

I 1 

1 1 

17. <'79, 434 i 

6 24 

*h‘h It is inipo>^ihlt' to c alculate prec isc* 

ly what c'lfcM t 1 ragmen- 


(iitioii has on the value ol land hut it a pnsa* of land is so small 


<»!' mis-shapen as it i-* not prartoahh* to (ullivate, e.g,, a stn[> 
of land 200 yaids lon^ and 1 yard wuh*. if^ value i> very materiallv 
laulueed ; similarly il a ryot has to ^o to 20 diflerent stiips oi 
land in different parf> of tlu' villae«* to < ultivate iO at res, his culti- 
vation e\'pens<^s iiu iease. These coiolitions. howevau-, do not seem 
to prevail to any e;ieat e\t(‘nt in this Ihesideruv. Holdings 
undouhfedly are fragnnuited and theit' iiotliing umoninnui al>out 
a ryot having lialf a do/aui <lifV«‘r<'nt plots hnt it not the rule 
and though it is common f(’u- a ryot to have thrco* plot'^ it is unusual 
to !mv(‘ many more and the tollovving statenomt >]iovvs the numher 
of ryots liolding different numh<*rs of sepaiate jdot'. in a few villages 
taken at random and examined: — 
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Ar«vi*lhcr. 
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Land Talu€6. 


Bank of 
fiidii. 


f^t>. lu the ea'»es (|uoted in parugrapii M'hich are all in Taujore 
diatriet the u umber of clianges necessary to consolidate the hold* 
ings of the minority would be very considerable and w'ould involve 
aiteratioiis to the holdings of a very large number of tlie ryots. 
There does not appear to be any case for drastic action in this 
l^residency at present. 

u7. Witii all tht^^e iactuis llie value of land fur cultivation 
varies from ])nu ticully nothing to b or ti thousand rupees per acre. 
In the rit h deltas single c rop wet land (paddy eultivatiun, lyotwari) 
runs ordinarily Irorn IT-. bOO to Ks. 1,000 an ane; dou]>lc crop land 
runs to its. 2,U()U and in a few places even to Its. 4,000 oi Us. b,000; 
treble crop is cd eoursc- rather niorc^ valualde luit there is not a 
great dt^al <d it. It is impossible to give any reliable .statement 
of the values of sio h laioT in /.amindaries Vnit t]ie\ are generally 
nun ii lower than rvoiwaii lands. ^Vet lands elsewhere art* 
gtooMally slightly lo\^aT in \alue but unless the water-suppi v i?- 
unusually prei arioiis it will jjol jail b»'lo\v Us. biM) an atoe. l^aiids 
on whioli only dry fotKl giaiiis ais* gi(»vvii vary aeeording to tlit* 
season but pi(»vi<l<*<l t}H*re 1 *^ a <]♦ iiiand Im ->10 h lands and nt» g*‘reat 
extent is on tin* market U'^. |00 <>r It*-. 20t> ean oitlinarily be expe<4- 
ed. W lit'n lilt* tainfall i*- nioit* )»i t‘ra i in\is tht* value 1 - les.s. (jifod 
cotton or groundnut land will, Imwever. give* a bett**r ^'ield and 
eommaml juices c'om|»arable with those oi wet lands. 

\ b8. 'I'he vahn* «•{ agiicultural isnd vaiies gustily and the value 
*>i sttxk varies to an eejuai extent. 11 tin* iy<U boruavs jor his 
cultivation exptuist'vS he* also boriow-- lor the |»urcliJi'%r ot » jvltlc*. 
ar.d un [ort unately a t vol scddoin grows a iocldtu' t roj) and tiie delta:- 
.U(» --o lully cultivatcsl that tlnoe is no jiluec* ioi eat tie tu gia/c* 
Alter till' ( K^p is iiarvestcul there i-- a little giazing- on the stubble 
.lad wet'ils but in the hot weather a large number ol < attle an* sent 
from the bare lands to the torest area.s further inland; conseqfieiif 1 v 
there is a great deal of stdliiig c attle after the c ultivation vseasou is 
litiisinal and of punha.sing iresh cattle when cullivatiun is about 
to bc*g^in rins adds aiicdhei item ol covpendito. re in the* borrowing 
i»/»asoii . 


tMiAUTKU III 

(ilM KAT. DhSCKICIION Ol ExiSMNC. CrKDII AokNC IKS 

bb. In till" rhajdc‘r w <* give a gt‘in*ral dc‘"< iijdion of the existiug' 
c redit agc'iH ies sernttiui. 

It does not apj«eai necessary to give a long descripuon of the 
Imperil*! Bank of India, which was feurned bv the Imperial Bank 
of India Aet. Ur20. by utnalgauiating the three Uiesidencv banks. 
Besides the head othce in Madras there are in tliis PreHidency* ti2 
branches, a sub-agenc y at (buijeeveram and out-ageu<‘ies at Tenali 
and Falakole. 

The Iiupeiial Dank is barred from lending on immovable pro- 
perty or on its own shares and may not lend for a longer perimi 
than six months. It is forbidden to deal in exchange and a limit is 
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put by the Act ou ils^ power to discount bill:*. It does the busiivess 
of banker for the Govenuneut and runs the treasuries and public 
debt office. 

It derives iu iunds from its capital and reserve> and Iruni 
Uovernnieut surpluses in the treasuries uhich are at its disposal 
up to certain limits on a sliding scale oi interest rates. 

It receives deposits of trust lands and local lH>aid balancics as 
well as otliei (i\t‘d and savings hank (lep(*sit.s anal current accounts 

It grants htan-^ on [oodiuc. gold, ( io\ ci n imm t and punt stoc'k 
securities oi all kind.', including' debeiilure bonds, d<K ninents ot 
title to giM>ds in wareiiouse'> or transit aiul on p!s»-nt»tes oi ^^^o 
or more iudepcuidcut pel suns or lirms. t )n sin h set vintit's it also 
g'rants overdralls and carnes in ilns way a considciahle amount 
of tile fluid resouicc'. oi other l>ank>. As agent it will huv and 
rcali'/e sec'urities on lalialt ol (hents and icreive goods into saf« 
cuslodv. It di‘'< ount> and le-distutmts hili-- »d t'Vi liaiigc* and iiundis. 

Ac*.tfdin:^' (m the ll^t- -upplled 1>\ the lu‘gl>llai ut Joint Stwii 

Stock ( oiiipiinie" theie \% e I e jn <»jM*!atn»n mo .list Maicli (1(1 Hoik'*, 

joint hImi k f < uti }tan ic'' < hissiiual a-' iMnk- and the^e noinde a fow 
n id his. 
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\m TbQT%kk*va Bank. Llmite4 .1 j PaJghat. 

18^'> rinu«Teiiy B.% <k, I | J 

IVU^ TitUTinn^re B^^ik. ., .. . { l.wj'OO 

IVOy j Tir^'TA-^^wAr.r N;4fc-. Lr: \t€^ ., ^ 20,*^^^' 20,00*^ 
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m thew we hiive reoeired the balance sheeU of 10 and theae ahow 



Kame. 

Paid-op 
ahare oaptia). 


Hsierrti 

fttUdv 

Diyidsnd 
paid tor 
t 938-29. 

1 

Afidlir* Bank, liimitsd 

as- 

l,0:.O€K) 

aa. 

4,15.004 

at. 

5.462 

raa casrr. 

12 

2 

Caltoni Bank, limited 

2.25,040 

21,58,280 

67,600 

10 

S 

Cannanore Bank. Limiiod 

1.87,623 

#.87,654 

67.1H10 

10 

i 

KdAihoraihi Rank. Ijlmitad . . 

».207 

24.820 

76 


t 

Indivn Bank. Limit**<l 

I2.79.380 

1,86.62.401 

10,60.0CH) 

12 

6 

Jayaiakabmi Bank. Li mi tad . . 

68,H13 

4.75.310 

17.671 

8 

7 

K^nmra Bvnk, Limitol 

a.iH^.ooo 

4A/«.716 

2,86.000 

12 and 4 

8 

Kadar Bank. Limited., 

2.52.4S2 

4.26.<>37 

3.625 

n 

V 

NiKlongadi Bank. Limit«d . . 

l4,50.SSi^ 

64.63.118 

4,04.723 


10 

Oriental Benefit and Deposit 

60,000 

157,7t»o 

18,146 


11 

Booiaty, Limited. 
Hamanatkara B^nk. Limited . , 
Tellicherry Rank. l>imite^i 

2.500 

12 


Loan , 

12 

79.818 

1.66,464 

13.000 

10 

13 

Halatn Bourflukhtra Bank. Limt* 

fi8.i>60 

21,3t>V ! 

760 

. . 

14 

t-rfd. 

Tiravateeswamr Hindn Jano- 

20,000 1 

i 

4,07,246 ; 

lt»,600 

36 

16 

psktra Nidhi. Limited. 
Triplioatia Fund. Limited 

Variar Baitk, Iduiiicd 

46,460 

2.61,718 

400 

H 

IS 

44.086 

2,6l.9dO 

10 .ooo 

* 


Total 

j 41.25,812 

3,6u,t>8,767 

10.63.704 



It will l>e olvj^ervecl that f»f the 00 hanka 11 have a paid-up capital 
between 7 and 5 lakhn while of the remain iiiff 52 with le^^n tluui 
1 lakh eu(’h, 1*4 liave a paid-np nluire eapitui ot less than Its* 10,(K)0. 


41. The Antlhra Hank s proft^nsed obje< fH are to faeilitate ^he 
movement of merrhandise by t^stablishinff l>UHiness (oniieetions 
throughont India and by diseounting bills and hnndis. It Helln 
draft.fl on Bombay, Calcutta and Madras and procuren sterling drafts. 
It grants loans and overdrafts on all appnived setmrities Hiitl m ts 
as ag“eTit for constituents for purchase and sale of securities, efi*. 

42. The Calicut Bank has ten branches on the West Coast and 
one at Ootacamund. It was started irminly to provide bankinm* 
facilities for the Ttiivii cominuiiit\. It /i^'ives loans on |K'’^ld, pro* 
notes, land, piecejiro^>ds, and on bills, hundis and overdrafts but 
only IIs, 1 3S lakhs out <»f 25 55 were lent on land. 

45. The Cannanore Bank, Limit4*d, has never paid less than 10 
per cent and has invested its reserves in immovable property. It 
grants loans on pro-notes, fixed deposits, the Bank’s own shares, 
produce, immovable property and hundis. 

44. The Jayalakshmi Bank, Limited, does alt kinds of banking 
business, but the bulk of its loans are on jewellery at 9 per cent 
and it also lends on joint loans at 10 per cent. It has also iiivestm! 
Ha. 60,000 in other banks, Rs. 8,000 in post office cash certificates 
and Rs. 19,300 in other OoTemment securities. 

46. The Indian Bank, Limited, was started to provide faeiliiies 
for Indian bankers, merchants and man u fact urem and to provide a 

VoL I.- 4 








safe inT 0 Btmeiit for people of the middle class. It has three braaehes 
in Madras City and five in the mnfassal and six other snh-^flScM in 
the mnfassal. It has invested — 

Lakhs. 

KB. 

In Goveruiueiit securities and Municipal debentures. 30 96 
Sliort-lerin deposits in other hanks ... ... ... 14*00 

It has usually paid 10 per cent annually since 1920. It gives loans 
up to three months on Governiueiit paper, jewellerj’, goods and 
other approved securities and discounts hills and hundis and gives 
o^’erdrafts to aj>proved const ituents. 

40. I'hc Kauura Hunk, iuinited. was wtai ted <4» lielp HUiall traders 
hy Hiuail loans ut not more tlian 10 per cent and lias now ten 
hranche.H at which it gives loans at 1 or 2 per cent over the head 
fdHt e rate. Its 50 shares are quoted at 120 and has an investment 
of 7 77 lakhs in (Jovernment paper. Its loans to traders are mostly 
on l)ills of ex(‘hange, pro-notes, overdrafts and g<K>ds, hut loans are 
also given on jewels and fixed deposits at G to 10 jier cent and 
where g(M>ds are not pledged, one or more sureties are required. 
There are ahout 2 lakhs now outstanding on immovable property. 
Ordinarily it Ixurows hy current and .savings hank accounts and 
hy short ludice and season deposits, li lends ordinarily np to one 
year hut on land luoitgage it goes to two years. It paid 15 per 

cent in ]92d and IG per (cni annually since then. 

• 

47. 'rhe Nadar Hank, liimited, was started to help the Nadar 
<*<immiinity in Tinnevcdly district. It borrows hy <uirrent and savings 
hank accounts and by fixe<l deposits. Loans are granted on joint 
pro-notes of two or more persons and on (Tovernment and other 
.securit ies including produce. 

48. The Oriental Benefit and Deposit Society, Limited, takes 
fixe<l deposits and lends chiefly on Jewels ( Rs, 1,12. GOO) and on 
house proj>erty (Rs. 35,000). 

49. The Timvateeswarar Ilindii Jauopakarn Nidhi, Limited, 
paid do per cent last year and does not repay the value of share 
capital. It receives current and savings deposits and pays per 
cent on current account hut these so*<'alled current deposits can 
only l>e drawn on by the depo.sitor in whose name they stand, that 
is, thev cannot he operated on hy a negotiable cheque and they 
can only he withdrawn as ftinds become available, i.e., there is uo 

f uarantee that a che<i\ie will be honoured at once and uo refujids 
xceediug Bs. 100 will be made during the first 7 days of a joioiith. 
This type of deposit is more generally known as a savings bank 
deposit. While the deposits which the Imuk describes as savings 
deposits ai*e deposits paid in monthly instalments for 45 monibs 
and Rs, 100 is then repaid for every Rs. 90 so deposited- Loans 
are granted on jewels, ^vemment securities, immovable property, 
the nidhi^s own share and on dep<mt accounts. 
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50. The Triplicaiie Fuiui, Limited, tloes« luoei of iU buaiueM on 
hoom property in Madras City and most of ita loans are for 12 yearn 
much more than the neven years for which uidhis commonly give 
loans. The borrower pays ut 6| per cent per annum and also pays 
ill fixed monthly instalments into an amort ijtai ion fund and is 
allowed 6| per cent per uunuiu on this. The fund also gives loons 
on jewels and deposits in the bank. 

51. The Xedungadi Hunk has lb branches, 13 ou the West- 

Coast and the other 3 at Madras, Pollachi and Coimbatore. 1< 
lends on gold, bills of exchange and receives current and savings 
bank accounts and fixed dejuisits. It transmits money by draft and 
to some extent finances exports and imports. U has Its. 10 lukliN 
in OoveniJiieut paper and Its. 7 lakhs in fixed deposits in other 
banks. Its advaru’es on 3l>t December were : “ 


Its. 

On lands and building^s 1).10,0(K) 

,, gold 29.(i9.(KH) 

goods, eic. . . 7,33,(HH) 

,, jvei>onal Mscuuty 

,, bills disi'oiinled 5^43, (MH) 


Total ()<i,74,(MMJ 


•V2. 3 he principal Ivxcliangc Banks operahng in this Presidem t 
are ; — 

(1) The (’liartere4i Bank of India, Auitialiu and China. 

(2) The Xationul Bank of India. 

(3) The Mercantile Bank of India. 

(4) The 1*. A O, Hanking C<»rporatioii . 

(5) The Kusteni Bank. 


Kxrhaog# 


We have no iiif(»nnat ion «»f the extent <»f their busiuesn in 

Madras Presidency. Tlie ('hartered Bank does busineHs in the 
Straits and the Far Ea'^t as well as in India, Imt has iu» office in 
Australia. We understand that this is due to local ojipcmition in 

Australia. It nc»w has tditained control of the P. & O. Bank by 

purchase of more than half rd the shares of that * on(*ern hut the 
P. 4 O. Bank f^ontinues, as dm*s the Allahabad Bank ot which it 
previously obtained control, to tnulc #01 its own account ; it has not 
been absorbed by the Chartered Bank. The effect is however that 
liauks with a paid-up capital of Tri,777,(HXf and reserves of 

iJ4,44<b000 and total resonrees of £72,582,700 came under a aingle 
control . 


53. The ^rational Bank of India started aa the Calcutta Banking 
Corporation in 1863 and shifted its head office to Ixmdon in 1866 
after adopting the present name. It has numerous branches 
throughout India as well as ten in East Africa, 

54. The Mercantile Bank of India was formed from the Char^ 
tereii Bank of India* London and China, and adopted iU preaent 
name in 1893. It has branches iii India, Ceylon, China and tkf 
Stemite m well ae an office in Xew York. 



Method aiid 
volume of 
boeinee*. 


Private 
(joint «tock) 
beuke^ Bunk 
of Chetiumd. 


2 $ 

55. Tfhe Eastern Bank tras founded in 1910 and has branches in 
Calcutta, Bombay, Madras, Colombo and Me 90 |K>tamia. 

66. The P. & 0. Banking Corporation was founded in 1921 and 
is connected with tlie P. 4 O. Steam Navigation Company, British 
India Steam Navigation Company and Orient Lines and grante 
letters of credit to passengers who can cash them on any of their 
vessels. 


57. The prim i[>ul business of these banks is the finance of foreign 
trade. They receive local deposits, dis<?oiint bills and lend on 
shipping and other documents and import bullion but they play 
a very little part in inland trade. The extent of their business 
is for the year touling 'list December lft20 as bdlows : — 


— 

Ch-irltTied 
Hank . 

N ution il 
Jiu'k. 

Merciintitle 

B.ink. 

P. k 0. 
Bank 


t 

c 

I 

i 

p4l(ci-U|) Capital ,, 


2,000,000 

1,0.50,000 


Ke^^^rve fund 

4,000,000 


1,885,0 »0 

20,000 


50,0t>7,l0ii 

31, ’.473.704 

14,057,087 


Sji* profit , . 

778.576 

534,315 

1 235,782 

125,947 

OMj r fund« 

125.000 


36,000 


Written off houst- property 

40,000 

30.000 

; 35,000 


Divided .. .. 

607,500 

1 400,0<>0 


105,609 

Hate per cent 

20 

[ 20 

■■ 16 

5 

Curried forwani . . 

1 215,354 

255,401 

1 160,666 

19,880 


58. There is only one [uivate bunk in the Presidem'V, vis., the 
Bank of Cliettinad, Limited, registered as such under the Companies 
Act and it lias only recently been registered. It is a limited company 
formed for carrying on tlie business of banking and also all other 
lines of hiisiue.ss which Nattukottai Chettiyars have been accustomed 
(o do ill India, Burma, Ceylon, the Straits Settlements, Federated 
Malay States, Indo-Chiiia, etc., with a subscribed capital of Rs. 2 
t rores and a paid-up capital of Rs. 1 crore. The head office of the 
Imnk is in Chettiiiad. It was promoted by the Hon’ble the Raja 
Sir Aniiamalai Chettiyar of CUettinad, who is the Chairman of the 
Board of Directors. It has already established aliout 40 branches 
in India, Burma and Ceylon. Weekly returns and jieriodical 
reports are sent by the branches in order to secnire efficiency and 
ly^iformiiy in the system of business. Among the hems of bueineea 
now transacted are receiving eurrent and fixed deposits, advancing 
money to agriculturists, planters, traders and merchants, Imides 
advances on produce, allowing c-asU credits and overdrafts, dis* 
counting bills and huiulis and remitting of money from one place 
to another within India, Burma, Ceylon and the Federated Malay 
States. The other items of banking busin€feS8 usually carried on by 
the modern joint stock banks, i.e,, making advances against Bills 



of l4idiu|f Hud other ttiercaniile documents relating to foreign trade 
and dealing in foreign exchange will in due eourse be undertaken. 
The bank is not promoted to function as a competitor to any one 
of the other joint-stock banks but to carry on the indigenous 
system of banking under modern lines. The object of the pro- 
moter of the bank is to ada{>t the intligemms system of conducting 
banking business as far as possible to th€‘ joint-stm'k system of 
banking on western lines* to divert the lines of management on 
up-to-date and right channels* and vest the inanageuieut and control 
and direction in the hands of skilled ex[>erts in the community (<» 
infuse greater public confidence* to avoid evils incidental li> 
individual ownershi]* and manugeineiit and to establish tlic enormous 
advantages resulting from a proper periodical audit on up-to-diite 
lines. 

otl. The iiHligeiious l>ankers in this Pier^ideiu y iiaiHt im liule the 
banking communit ies of Marwuris. Multanis* Xattukotlai t-hettiyars 
and Kalliduikuruchi liialamais. Tliev grant loans primarily on 
personal credit generally at highe! rates <if interest than the large 
joint-stock banks and at the same time take larger risks ridying 
more on theii persi*nai knovvlciige of their rlients and their clients* 
business than on pledged seiurities tor trade bums. They deal 
in hundis to u very large tvxtent and finance a grt»at deal of the 
internal movement of goods. 

(Hi. The Nattukkoitui Chettiyais have tlicir hcune in the (’hettimul 
in r)tS villages in the Hamnad district of this Presidency and 2tl 
in the adjacent territory of I'ndukkcdtai State and their total popu- 
lation according t<> the c'eiisus <»f is 4t),r>0tb The caste is 

divided into 25 gotram^ and (he married couple is the unit on 
which tax is levied for the maintenama' <d the nim* tcouples at the 
liead of the nine nagaram^. An asthivari or property tax is alsi) 
ru'CHHionally levied for the same purpose. Their Imsiness met hods 
are handed down bv the bmg apprenticeship whicdi flee sons pass 
through. Their account kcu^ping is full ami prec ise, (he dcmhle 
entry HV.*^tem being geneially ad</pted. It is cnstomniy for the 
(Miettivar liunkers wlco have hramdnvs to appoint an agent to he in 
charge of each hnm< li bu three years who is paid a salary and a 
lK>nus on profits. An acc ount is kept with him and a few months 
l^efure his term expires his successicr is sent to take c harge ot ihe 
outgoing agent’s outstandings at a valmition. (hi relief, thy agent 
returns to the riiettinad, settles acc (units iind after such rest as lie 
ihink.s proper seeks re-employment. In the course of time the 
agent may put togedher sufficient fortune to start in business on Iiis 
own account. The Chettiyars trade with their own capital and also 
take depemits liotVi as current depf>sits and lime deposits, but many 
practices are peculiar to themselves. The current aciounts are 
kept at a rate fixed monthly in Madras as the Nadappu rate but 
the Chettiyar banker keeps no fluid resource. As a consequence, 
he is dependent on his cash credits with other banks and on current 
in?counts with other rhettiyar firms and on repaxunents hi him to 


Indi^isnotit 

h«nk«r«. 


N ttUnVkottAi 
rhcUiyuTH 



M«tbodf 

bmitteti. 


mt 0 i Jeaumdii fur withdrawal aad coia»e<[uaatly any procraatina* 
tioa and ob«truc(iou of clieutB makea it difficult to meat demands 
on him while the puhlic lianks are cliarj* in giving him accommo* 
dation. For thetn? realms Chetiiyarti do not now take »o much 
deposits*. The other depositn taken are under the thavanai deposit 
Hyniem whereby a deposit ixs repayable after a definite thavanai or 
rest period and if the return is not demanded interest is added after 
each rest period. 

01 . They do business in general money-lending, financing small 
local money-lenders who lend t<) ryots, small tradesmen in the 
towns, and wholesale merchants. TrunsmiHsion of money is made 
by hundis and loans l)oth lor long and short j)eriods are given. 
In tins way tliey finame cott<m gins, rice mills and such like 
industries. 


MntUnU. 


Marwikrit. 


lUllkiat. 

ktirif^hi 

Bmhmnns. 


Mon«y* 


02, Tht‘ .Nfultuius arc anotloM ancient community of baukei's 
and shroffs. Tlieir headquarters are at Shikarpur in Sind but 
their activities spread over a great deal of this Fresidency as well 
as presumably other parts of India. They have as a coinmunity 
amassed very (considerable wealth wliich is available for de{H>sit 
in the various firms at their headquarters. A great deal of their 
business is done thnuigh huiulis for the finance of internal tirade, 
tlie transmission (d money and indirectly agriculture. 

.(>d. The Marwaris are a somewhat similar (‘ommuuity to the 
MultuiUH. Their lieadcjuariers are in Uajputaua and their opera- 
tions extend as bankers ancl money-lenders over a great deal of 
this Presidency. 

04. The Kallidaikurichi Brahmans are a comparatively small 
('ommunity with their lieadquarlers at Kallidaikurichi in the Tin- 
nevelly district. Their banking and money-lending activities extend 
principally over Tiniievelly, ^ladura and llaninad districts and to 
a less extent over other districts in the south of the peninsula. 

(m. The money-lenders of the Presidency are to l)e found every- 
wliere, but in a great number of cases they liave other occupations 
in addition to lending money. The ryots themselves form the 
biggest community of lenders but of the professional moiiey-lenderfl 
the bulk ate also petty merchants and on the other hand moat 
meVchauts give advances to the ryots f^K) that the crops grown 
may pass through their liands. These money-lenders are of many 
classes : the Vaisyas in the Telugu and Tamil districts are generally 
money-lenders as are the smaller Nattukkottai Chettiyars and 
Marwaris. The Labbais in the Cin^ars and in the Tamil districts 
are j^ne rally merchants as for example the liubbai merchants nt 
Mettupalayam who at one time had control of the bulk of the 
potato cit>p grown by the Badagas of the Nilgiris. In Malabar 
much mouey-Iending is done by the Mappiila traders but the money- 
lending is iiot in the hands of one class any more than is trade. 
The small mertbants and dallaU are quite accustomed to lend 
money to rjots for cultivation and to the artisans to produce hia 
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wttw. The mAster-wearer loans to the men he emplovs 

and there is anywhere a system of advanoes in cash or suppTiy 
of dye, yam, materials on credit on terms of repayment in kind 
and the eril lies in the fact that the bargains are one-sided, the 
borrower being poorer, less educated, less able to protect his own 
interests. 

66. The co-operative tinaacing organisation in Madras consists 
of an Apex Provincial Bank. “The Mndra.s (Vntnil Urban Bank'* 
commonly known as the M.tM'.B., which obtains fund by fixed 
deposits, current uccmuits, and to u small extent by did>eniures 
on its general assets. It bolds a considerable sum in (lovernment 
paper aiul is the depository tor the reserve fund.s of the District 
Central Banks. Of these tluM*e are dl. Their functions are to 
obtain funds for the finance of co-operative credit soviet ie.s wlien 
these are unable to raist* their t>wn funds. The Central Banks 
borrow from the general public in the form <»f deposits and current 
accounts, and froTU the Madras (Vntral turban Bank in loans that 
run to six years. They receive the rcservi* fund and other surplus 
funds of the tinuncing co-o|»erative cit^dit so<*ieties. The «Tedit 
societies are of two main types, runil on unlimited liability finan- 
cing the ryot, (‘ertainly lending nnoiey to him ait'ording to bis 
demamls and urban on liability limited to sul>scribed share capital 
lending money to professional men. artisans, tra^lesmen, and all 
sueh persons of limited mean^ a*' can persuade such sofub^ties. to 
give them loans, 

67. In all such cases (he managtunent by an ele< ted panclmyat 
and the borrowing power is fixed under the by-laws in the case 
of rural societies on tlo* bauis (d the total ptopeity of ifte nifunbets 
to an extent arhitraril\ fixed but no( e\«‘e»*ding mie-eighth of that 
total, and in the case of urban scM iefies to a pr<»])(»rtion of subscribed 
capital plus res^uve fund, never excee<litig eight times and in 
practice rarely exceeding four times tioit total. 

68. The management of the Central Banks is in t)»e hands of a 
mixed board approximating 14 from the primary sinieties which 
are financed and contribute a majority of the share capital and 
7 from the individuals wlm are uImj Hliareltolders in all sm h banks. 
The Madras Central Uriian Ibink similarly is in the hands of a 
iHjard elected by and fnan representatives of District Central Banks 
and individual sbarebolders. In the Ma<lras Central Urban Bank 
and the District Banks there is an executive fonmiittee appointed 
from the lai*ger Board of Directors. The interests of depositors 
are protected by a number of measures. 

(a) Supervising unions have l>een organised to see that 
village societies conduct their affairs properly. They are groups 
of a&>ut 26 societies managed by an elected committee. Their 
efficiency varies, in the best the societies pay up practically the 
whole of their dues to the central bank, in the worst the over- 
does are very heavy. 
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(b) Over the Unions a sT#^teTn of digtrict federation is being 
developed managed by a Gommittee including representativee of 
the Unions, the Central Bank and one or two other co-operators 
from outeide of these bodies. 

(c) Central Banks nm themselves in some rases a few inspec- 
tors who go round to keep the Central Banks informed of the state 
of affairs in societies, 

(d) All s<K‘ietieH are audited by a Goveriimeni staff of 
auditors under the Hegistrar of Co-operative Societies with the 
exception iliai a few banks employ with the approval of the 
Registrar of Co-opeiative Societies private auditors and a few 
more have auditors of their own run by Audit Unions but even 
then several of tbeni are departmental auditors lent to the Unions. 

(c) The departmental officers are ('oiistanily moving about 
among the societies they inspect and to a limited extent supervise 
them. 

()9. A furtlier cre<lit organization is now being developed in tbe 
shape of land mortgage hank>. These are under the (\)-nperative 
Societies A<*t but are not t'onnected with tlip main Co-operative 
Financial Agency. Local land mortgage banks were formed covering 
roughly ii five-mile ra<1ius to lend money on the mortgage of land 
and on the sec urity of smdi mortgages to float debentures with the 
('oncurren<‘e of a trustee (ac ting for dfdcent nre-hoblers) to whom the 
mortgages were tiansferred. All siich lc>(‘al banks have now’ been 
combined into a newly formed central land mortgage bank to which 
all mortgages w ill he tniiisfei red and debentures wdll then be offered 
to the public* wdth a H<»ating cliarge on all sucii mortgage backed 
by n Government guarantee of interest for 2o years. 

70. Post oftic’es do not appear to c all for any special description. 

71. The Government as a credit agency operates in several 
spheres : — 

(f) Takavi Ioann are given to agriculturists for agriculture, 
land improvemeut, etc. 

(/i) Loans under the State-aid to Industries Act with the 
advice of a Board of Industries for the purpose of giving assist- 
a!\re to nascent and other industries. 

(ill) They have bought debentures in land mortgage banks 
and so facilitate their work. 

{tv) They grant loans for the construction of godowna by 
co-operative loan and sale societies to a limit of half the amount 
Bpeut and of Rs. 2,500 in each case. 

(r) They have advanced loans for the construction of wells 
by co-operative societies for irrigation purposes. 

(vi) They have guaranteed certain cattle insurance societies 
against loss up to a certain maximum but as these societies have 
not done any insurance this provision has been inoperatiye. 
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72 . In the middle of last century, almnl 1860 a ** Sndder Court 
Fund was started open only to otticiala in Madraa aa they found 
themselves Iwing niitied hv the usurious rates of money -lenders and 
decideil to start a fuiul of their own which would enable persona 
with a fixed income an opportunity to borrow^ at reasonable rates. 
The fund was modelled on tlie Kuglisli Building Society ihotigh no 
specific roasou is now traeeable for adopting that particular model. 
The first Funtl was a teniiinuting one* all members promising to 
subscrilx* for 8-1 moutlis when the Fund would be wound up anti 
every mem!»er w’ould ref eive Hs. H)2f, for each lie. 1 siibscriWd. 
Fi*om the monthly collertit^ns loans were given to memliers at 
per eent ifjterest with f>enalties for delay. The cost of esiuhlishment 
was met from tlo^ juouiltie^ ami from tlo* < (mnni<sit»n . Brain hen 
were started and if was de< ide<l to inakt‘ tlicin perinanenf . (dlliers, 
copying the ongiiial, sprang up, some nuctioning loans t<i the 
ludder wdio <»ffer«Hl the greatest fliseounf, others (diarged high 
rates — It) to lo per rcjit on tlnor lojins. But in 1872 it w’us dis- 
covered that (he societies were illegal not having Ihoui registered 
under the Companies Art. \vhi< h. we aie informed, was at that time 
unknown though it had hfM*n ena<te<l some time previously. As 
a result many rollapsed. th*)>tors did m»t [lav as the Funds could 
not go to court and a numher of Funds went Into licjuidatiun W’ith 
losses wdiich weie estimated at Rs. 20 lakhs. 

78. l)uriii*r llie ne\t 20 years many frauduhod Hfxdeties 
started, only to disappca? sdtrM a short hectic career in wdii< h only 
tl»e pnunofer.H hemdited and in tlie five years ending 1802 as 
manv as 200 ni<]hi-k failed hut lliese seem !<> have disappeared 
almost cntindv and tlie nidliis »d to-day have rm flu* wdude 1>een 
working on Ix'tter lines 

74. Tbe objects of the nidhis are deftcribed as the facilitation 
of savings, the reli<‘f members from old debts, dcdiveranee from 
usury and acroimulaf ion of a fund for special loans and for loans 
for all f>urposes. e.g., ( erernonials, maintenance, purchase of jewels, 
bouse-building, on gm»d security, primarily to meml>ern, but in aorne 
cases, if there is a sur|dus. to otitniders and * an unexpressed object 
is also the provision of salaries on profits for the promoters, dinu torn 
and officer'’.' The receipt of deposits was not nsnally a primary 
object, the funds )>#dng raised chiefiy by subm riptioiis to * Share 
capital.' They were in fact less banks than mutual loan societies. 
Nicholson has in bis report grouped together chit funds and nidbis. 
They should, bo’wever, be regarded as quite distinct and they have 
a definitely different origin. The nidhis or funds have had n 
definite gravitation towards the permanent bank receiving dejmsita 
and making loans while the chit or chit fund has remained an 
ajumciation in which meu liers subscribe and lend the siibscriptirm 
among themselves, though fairjilus cash may W lent out as tempo- 
rary investments at the discretion of the promoters. 

75. The characteristic of the nidhi was a terminating society of 
niembers who contributed monthly an amount which was available 
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tor ]oan» fo mcmilw^rs. The tenninaiing cliaracter haa in general 
cliftaj>[>eared. In nniiie algo the monthly aubseripiion to share capital 
ha*i lieen repliK-ed hy a rerurriiig deposit and a fixed small share 
eapital whit'll may <ir may not he withdrawn and while noiiie grant 
Ioann within share ciijiital held, others have given up their practices. 
Lending rales are generally h>w hut there are ('oinmonly high penal 
rates payahle on overdue uniounls, and much of the profits arise 
from this source of income. This apjilies to the nidhis of the 
original fyjM*; hut those, which have devehijied further as in 
Coirnhatore, have given up the prac tices of horrowiug and lending 
at file same rate. iMu'se hmd at higher ratios and 12 to lo per cent 
are not unusual rates among them. 

7fi. A very old method of raising money is to he found chiefly 
in lhc‘ south and south-west distric ts and to a lesser extent through- 
c»ut the Pri'sideiM V in the* inuumcTahlt- ( hits or chit funds, or, as 
they are known in Malahar, kuries. Tliey arc‘ vcmv nuinerouB in 
Travaucor*' Slate and in thc‘ adjoining di'^tiicts of Malahar and 
Tinnevelly. Thcoe are many in f\u’rnt)atorc» and Scuith Kanara 
tlmugh they arc* not so universal us in Malahar and there are 
luimheis in all 1'iunil distrieds hut the farther one goes from 
Travamorc* the lc»wer they hec‘ome. There are comparatively few 
in the 'reingu districts. 

' 77. The system in outline is (hat a certain individual gets 
together a numhc*r of acsjuaintaiMcs and ll»cy undertake to make 
periodic' payments to him for a specific period. At each peiic^d 
the* aimniiit so c<dlf‘ctc*d is given to one of the members of the ehit. 
There is scope tor great variety in the manner in which the 
memln'r to lu* ^ri^c‘U the* aiimunt each time* is decided on and the 
amount which he* is to reri*ivc*, ancl in practice there are very 
munv dinc‘it*nt kinds of cdiits, some differing widely in tlu^ir 
prac’lic'e, others involving only minor variations. Similarly th^re 
is a g-rt'al varic'tv in the* method hv which the* pnuuoler reajis his 
rew'ard. There are in the main tw^o princdpal branches; one is 
the auction chit in wliich the jieriodic* eollec’tlon is put up to a 
Dutc h auc tion, the ineiuher who offers the biggest discount getting 
that amcuinl while in prize c hits, the amcnint or more commonly, 
a. fixed sum or prize is drawn for by lot. The discount or the 
balance of collection after the payment has been made to the one 
membc'r is either distributed at once among all the other members 
or is lent out at interest and allowed to accumulate to the end. 
The former is common with auction chits, the latter with pri«e 
chita, particularly those in which there is a larger number of 
members tlian there are instalment>s, and each meml>er who has 
not drawn a prize gets his money back with or without any share 
c^f the profits that may have accrued from trading. 

78, The promoter gets his reward usually, almost invariabljr, 
by getting the first instalment in full without discount. He then 
shares with the others in profits that accrue from the discount bids 
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or Irom leudiug out balauceH peudiug di^lrihutiou. lit> may get 
other * piivkiugts \ 

79. In a very large number of eiwes. rliifs are t»rgauiited by a 
peraon in need of aut li ai commodatioti h« a simple way of getting 
a loan on eaaiei terms than he can pnx^iire from elsewhere. His 
success depends on It is ( i cdit bH-ally and hi?> p<»w'er to persuade 
others to irmke |»eriodi< (tmt ributioji to him. Numer<»us abuses 
have been bttiught (ci liglit but no method t»f tonlitdling them lias 
yet beeii bniught into um' aiol though ;in Ari loi lh»' purpose vas 
passed in Travunoore vve Imve m* inft»rtaatit»n t»l it^s efficacy. 

80 . A more tlelailtol utiount of these « lut> will he louml under 
Chapter XIV. 


( HAin KK IV. 

i .Mtrni I iKM s.s. 

81, It has hern tpute Hnp<»ssihh* in the tino* at our dlsp<»^al to 
make so coiiijdete an (‘.vanii nation of the fa< ts and prohlemn nivoI\e»l 
in this Cloi|»ter as their importunee demands. V\ <* have het»n al»le, 
howi*\ei, to aii!\i* at ((‘itaui >tal**ho*nt> ol ili lit horn whtrh it may 
he po>si}»h* t<i drdme approx i mat oms oj |Ih» total tiguies I lo* 
s<iurei*s tiom whiih \\e lia\t’ ^ol i n i oimal ion ait*: 

(u Sir Fre<leii( k NielotUon's U<*p<»ii: 

(ill Stateno*nt f>f looilgage and pro-not»* dt'lu-n ri'gisltied hy 
the UegiNt !al ton Depaitmetit ; 

(m; 1 n \ <‘st igatioiiH made Ity a lahsildai oj tsnh tlistiiet inlti 
I Im* out.*^tafid)ng th'ht^ ni two or tl»i<*e village, m his 
j ui isdo t loij ; and 

(iv; Finally (!te detaih*ci investigation in a do/an Milages 
made hv I n vest igat iiig (tlheei A atta« hed to thi’< 

( 'om in it tee. 

J he deiUs oiitstaioling at aiiv parlo nJ.n (mie nni4 he rla^sitied 
in the first jdsee into two main heaiis. I*'iis<ly, there is a consi- 
ileruhle ainoniit <4 debt w hit h is taken loi < tillivalton and irtloM 
short-term purposes, the hulk of who h will lie iO|iudati*d at or 

after harvest. Any jiart ol that debt i»*iiiainuig unpaid will then 
largely he <'onvi*i(ed into mortgage oi j*io-nole debt oi a nioie last- 
ing nature. The other main item of debt must he M-g-arded *jm» 
aubs^isting or long-lerin 11014 w hodi w ill rnily he repaiil over a period 

82. The annual repayments, liowev**!, do rod g«> e\f liisively for 
the repaynient of the short-tiuni debt and the interest on it; 
material amount of annual naymenfs ruuHt go) to the payment of 
interest f»n the Iong-ter?»i dent. It is not •suggested that tfie lyot 
himself differentiates InHween the long- and sfioii-term debts or 
that be pays interest and prineipal Heparately; lie ai tually pays at 
the harvest or at otlier odd times wdiai he is obliged to pay from 
such resoun^cH as come to him but it i- useful lo make the 

tiou to show to what exteut the ouiHiuu«Ung debt flu* fuaies. 


Stems H »*( 
nUorit »lt«M 
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to* The value of iiiorti'^a^es in 1891 waw du Sir Frederick 
Mduil.HoirH cah'uluiion U«. (ij <*rore.s and io arrive at the ovil^tand- 
iiig difht at any time he hun shown ex4*elleiit n^aiKiiis for 

inul{i|ilyiiif2: tlie year's iuortf»iifres by 8. The same figure was 
univtsd at by Mr. Darling in the Punjab and we have attempted 
to find wdiat is ilie correct figure. 

8*1. First of all 2,d7ft documents relating io dO villages registere<l 
ill iSriniushnain Sub-Hegisl?ar*s ( I0i( c' were examined. These were 
elassified a<HoidiMg to the jieii<i<l tor which they were to run as 
show^n in the dmurneni itself and the result is as follows: — 


Clauaifination of 2,H76 documonis n iatirjg to 30 villapes registered in 
HrimuHhnam 8ul>-ll(‘gistrar*s oflfie» during tin years 1924 — 29 
(atx:ording U) diirathin). 
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85. The iiumVwr, uveruge of the «ix yearn Mhown in tlie alwive 
table, of morlgageai in each time was then set out in tin* following 
form. The mortgages in the period fioin, say, two to three years, 
might have been for two or three years or on the average for an 



mtermedtai^ period : two figures were then takeu, the maximum 
and the inininiufii in each raiegory — the niiinWr of mortgages 
multiplied hy the ininimuiii and maximum period in years whicdi 
all fd thesis rould run in earh ease is thus entered in columns d to 
Kt ami the average jieriml is olitaineci by dividing ilie average of 
tiu? 2nd and 3rd figures in column 12 (tliai is half their total) hy 
the first figure. 

8fi. The following figures were thus arrived at. 

Stat^ inent showing the avt rage duration of mortgagt s oxecntod in 1924 
to 19 29 in thirty villagers included in the Sriinushnani 8iib- Regis- 
trar’s jurisdiction. 
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87. Similar figures were then taken out in the Registrar’s Office 
at Kllore. 
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HH. From ihi^ uverag-f kiated dvinition for a mortgage in 

2 9 years. Doubtless some are paid off before flie period and some 
fontinue after it and the ehief divergenee so far from Sir Frederick 
XicholHoirs reHiilts in in his observance that nHufruct\iar\* inort* 
gages are on fl»e average for a longer stated period. We have not 
found it 

8f). Again \vc liave examined a nunihei of rases in whitdi a inori- 
gage rerites an old one whicdi it siipeisedes. Sf>mef iiiies more than 
one are <jHote<l, hut tliis shows definitely exa<^tly liow long tic* 
SUjJersefled ihMouneiil w'as running. fn srune rases the new clorn- 
inent was less thuii its prederessor on arcount of lepaynien t s, in 
other rases arrumulated interest swellefi it to a larger figure. 


Dtt. Not a large nuinher of tloriinoMits <juote tlo* |»re\ ions one 
nnfl thf* following figures weia* arrive<l at after going tlirougli manv 
hundreds of mortgages over a considerable period. 


Hupri’s^Mled mortgage" dmunirnts in the office of the Suh-Ht gist rai\ 

Sulurpef, 





Period for 



Period for 




which thf? 

yc\r ni 
w hich tiic 
dooumcn t wa** 
bupf? needed . 


which the 

y CAtr in 
which thf* 
iiooumoiit 


Am on nr 

prior ii»ori- 

gage W;i« 

in existence 
before it was 

A OQO’int. 

prior mort- 
gage watt 
in ex latent^ 
V^foi e it w :C4 




superAfide 1 . 



aaperaeded. 



■n. 

Y KAK^. 



\ r Aits. 

3 


891 

19 

1 926 

300 

1 


- 

27 

2 

19'' 4 j 

300 

1 

1928 . i 


60 

4 

L 

1.4 00 

1 



l«o 

10 

1923 



1927 


200 

*> 

1922 



• 1 

r' 

KH) i 






360 

1 

1921 

20 

11 



300 

2 

1920 


, , 



30 

2 

1919 

, , 




126 

‘r 

1918 




300 

2 

1917 



i 


326 

1 

f 

Kh» 

10 

1 

1 


270 

1 

1916 . . J 

330 

16 

j 


76 

1 

1 

1,4CH» 

0 



2<h> 

1 

1916 

60t» 

1 


r 

12tl 

1 

1014 

99 

160 i 

2 

1 

ivsa . . j 


76 

1 

1913 

600 1 

1 

r 

1 

120 

1 

1912 

, , 

* , 

1 

1 

300 

1 







ftijperacKird mort|rHgr in tho ulfiet? <*f tht Di^rirt 


Amcnnit. 

WiK 

ltM» 

2,£<>0 

lr»v 

HI* 

*i04» 

io«» 

iOO 

i£m 

400 

300 

;UM> 

HtM» 

700 

300 


IlH) 
1 .01 U» 

40*) 

0 <»O0 

4>6*‘ 

ft 33 
IfOJ 
£>20 


13,00*' 
J,U>*» 
1 ,000 
:,36o 
3,<M>0 
u 


7^1 


AOO 

40*» 

OOO 

700 

«CK> 

70C» 

«tK» 


SOO 

2«i> 

m 

400 

s*ooo 


1M4 




*^1 K 1 »T 

tHH V SHt!« T 

l)ur.*?lAnK 5 

A liiouiit 




} 

K&. 




I \ » f 

100 

. , 

, , 

4 

.2 



, . 

, , Hu ilem Ain! , 

2 * 1 

U>o 



. , 1 ) e*ir 

. . 2 , , * 




. , 4 y *'«*'• 

I \ w»i . 1 

f^fiO 


, , 

, , 1 

.. 1 ■ .. 1 




, , 1 *n <A r«ii4in«l 

;. ■■ .. 

6 oi* 



2 > r M 

" . 1 

34*' 



. , 2 

• • 1 > 1 

200 



* »n dmuaiJ'l 

K \ eu rs . 5 


» * 


. . 4 y« *1 s. 

* • 1 




1 \ <*! .* 1 . 

! . . . . . 3 . ; 

1 ,i>Oo 



, . 12 \ r «» *> , 

- ■ ^ ’ ! 

1 <Mt4^ 




2 1 

|oO 

. . 

• . 

, , * »ll fifMHtO**! 

^ . i 

47u 



, , itt y 

1925 





1 HO 



1 1 1 1 (IfM.n n 1 

•• 1 •• i 

1 1 





4*M' 


. . 

, , 

:: IV .. ! 

4,417 



H ye tr-* 

• 1 " ■• ! 

200 


, . 

1 year 

• ~ 1 

l.l7o 



, * Ml tl*'m * ;(<1 


1 ,o\*4 




. . , . . . 7 , 

1 2fV4 


, , 

, 
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, . 

, . 

• • 1 . 

1 ,444 



.. 

191^ 




• . 4 \ < 

1 .*4)0 


, . 

. . 1 0 j r ^ r^ 

* . 7 

a.oon 



t'n deiuaiMl 

, . 1 \ «AJ 

2,(»0o 

, , 



'* '* 1 * , 

3l»0 

. , 


, 

2 y e 1 1 * 

iTOo 




! i ! . . • • » 

1 ,000 



1 y«ai 

1 V e * 1 

1 ,20** 



1 

n: 





1'321 





, 1 \ 111 










i year . 

720 



I 

1927 




10 > tarn. 

3,200 



, , f 0> HcMierj'l 

i y* 

n<Mi 

, . 



* y«^ .r-. 

2lH« 

, . 



:i . 

1,422 


, , 

« . * 

2 

3(M» 



. , N o ferM*. 

" . . .. 1 y^‘'' 

3*H» 


• . 

f )n 

• . ye.*!--. 

24K) 



2 y«*s«r *^. 

1 ycHf. 




, . On 

1928 




. . 1 > 

4»,4 



, . On *)»!£»>* »i4 


100 

. . 

• • 


. • ^ yeaif. 

7«4^ 


« * 

, - 1 yc 

. . , . •• . . ^ >e;»r 

#00 


, . 

fi ye**rt. 

^ . - 2 Te»T*^. 

l,4>00 


* . 

Chi 

.. .. .. -• » y»^» 

1,000 



. , 1 ymr. 
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Hupeneded mortgage documenta in the office of the IHirtrict 
Hegirtrar, Ellore — rout. 

MM 


OmioifCAi* f>oci;»BKT. ScB<tEaDEi*T nocvMKnr, 


klfiOtJtit . 




1 hirmtioj). 


Duration. 






JU. 


J ,20r» 




, . 1 yuoj r . 


On detnanri. 

i<w» 




^ veiii9». 

23<» 


1,64H) 




.. U ’ 

31H> 

2 yennr. 

»,!»*¥) 




2 

2,60t» 

On demand. 

260 




~ 

176 


60 




'j 

220 


3,000 




. - H r. 

2.000 

1 year. 

700 




.. *'» 

2.000 

Oft deiiAittid. 

160 




, , I yeni . 

2,200 

3 years. 

»76 




. . 3 yearn. 

8(M) 

Oi> dent a fid 


8nj)(*rardrd niortgag(‘ dofunients in the Iit;gi«tvar’H Nellorr. 




r«rii>d in vnarr. 



! 

; Tcnod in yenrs 

Yr^i in 
whieh tJ»« 
doottrm»itl 
f»nperneded. 

Aiuonijt . 

don 11^ W'iMfd. 

Dir prior 
iiiortp^ege waf 
if! exintr*nre 
hx'fore it wa.s 

A^ear in 
whirh the 
tlooQinrn? wa*- 
Miper^**ded . 

1 

J Aunniut. 

1 

during which 
the prior 
mortgage was 
in exitttfrno** 

( Wfore it was 

• 


nnper'^eded. 


i 

i 

j mi pc i'i»eded . 

! 





Uh 

! 


r 

1 a a 

6 

f 

2,600 

i * 


! 

1 .<o»o 

460 

H 

lo 

1 1026 '•out. < 

9 

1 ,000 
200 

I 

6 

..A 

4,6tH> 

i 7 

i 

300 

6 


j 

C(»o 

i 


r 

360 

6 


1 

1 

l,44if 

367 

i 

1024 

1- 

> 

j 060 

I ooo 

1 

3 


f 

300 

4 1 


L 

6(1 

6 


1 

1 ,ooo 

1 i 

( 

1 

7 


r 

260 

0 i 

1 1*323 

1 

7tH) 

! 1 


) 

1 

4 00 

3 


60 

1 


1 

4,d3u 

1 

: 

1 ,o<m 

7 

) 

r 

237 

2 

f i 

160 

1 

1 

f 

.inn i 

! 6 

1 ! 

160 

*r 

1 

iw*?? . . < 

i 

200 

6 

{ 1 

1<K» 

4 


2«M) 

13 

j i 

100 

1 



600 

8 

tVJJ . . ^ 1 

2.0tM) 

3 

1 


178 

1 


1 

600 

1 

r 


3 


i 

800 

1 2 

1 


1 .040 

16 


1 

1 64m 

1 

1 

JV»L*6 

1 

300 

J 


[ 

6<t 

8 


1 .OOO 

1 


r 

400 

2 

t 

1 

1.600 

6 


[ 

1.400 

4 


i 

1 .fMH> 

goo 

6 

10 

IttSl 

1 

1 

134 

84 

e 

2 


160 

1 




3 



440 

11 



700 

9 



too 

1 

! r 

400 

9 

1M6 


l>6i> 

3 

^ 1 

71 

2 


2 ,01>0 

1 

1030 . . ^ 

80 

5 



126 

3 

! \ 

1 

000 

2 



a.OfW 

4 

1 


1400 

3 



60 

3 
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SujUTiH’ded inortgMgt «i()cu»M<nU in tin* i!rgitttr»r’(t ofitee, 

Xe!ior< — 


1 

Tfiar in 
wtiioh the 1 

»nperss«ed«xi . 

AiKOont. j 

Period in v«»t^ 
j darirtg « ftioh 

1 th«* prior 

1 lit 

* Iwfortt it V Aff 

S >u|>ri ►♦drl . 
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Yetsr tn ! 
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1 Period in 
j dnrinit wbirh 
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i tnort|£t«|(« ni Aw 

1 in e»i#Wnr^ 

1 Hofs’ir-*'’ »i ’•TtiU 
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... i 


i 

un 

i 

1 

j 

f 

44M1 

1 

- \ 

i*iU 1 

I 1 

1 

1*4 M» i 

; 1 



' .i 

, i 

; HI 

1 

) 

i ' 


1 * 

p.'iy \ \ 

1 i 

1 

1^*17 . N : 


^ 1 

1 1 


j i 

: ( 

1’40 

i ' 

f i 


! 4 

i i 


I ' 

1 ! 

7HI 


■ i 


i *> 

t 1 

1 1 

3 


i.»Nj 

! i 

1 

I2i. 1 

• 

f ' 

7l» 



1 

1 

1 V 1 • ') . , -4? 


! 1 


to. 1 

1 

) , 

VII 

! 'J 

i * 


1 1 M t i 

i 

i j 

«til» 

1 i 

j 

7.41V \ 

4 

1 

I7n 

i 1 

i i 

HfMf 1 

:i 

f 




11 (» : 

fs 

!1M:i .. 1 

J 

j 7 

1 i 

i 

iiti ; 

j 

• 

i 

/ 


i 


l»o. 

Po 

KHrir** 

ifo. 


I 

H) 

1 

N 

t 


.TT'J 


lt>*> 


3 


?»• 


The average period ioi which iheMt doeumenl** perhinletl wi«>» 
We have no iiiean^. ot aseerluiniiig wliat wuri Ho< averafi;«- 
period of mortgaged whieh weie paid off at f>r hefore maturity, ihat 
in, all thoise whieh were not renewed. Thode that are leiiewed 
naturally extend beyond the average stipulated period of (lo< docu- 
ment before renewal and the average duration of imulgages would 
be something led-s than the average life of dm-umeiit-* vylucli are 
not paid off but are ultimately replaced l»y a new one. 'I'lie figure 
is therefore somewhere alwut anti tlefiiiitely le.<*-> tliau -i lii, and 
we do not think we shall Ik* far wrong in taking d as the rorapeit 
figure. 



4d 


rcftifttered . 


91. Sow <!»♦* I uri? .nhown in tlu» follfjwing 

for Ho* la»^t t<*ii yearti: — 

Statf'UJfrit of inortgag* » r^'gwtored in tb#* diffen nt di»triet« 
iii tto Madras Pn-sidHiicT. 


IllfttruriicrdJi of jaortgage. 


or obligatioun for 
payuif^Mt of iitoitey. 


K^^ginlraf jorj 


\ u Hi her. 


A«gr«giile 

value. 


Noiiibvr. 


A Kgrega 
v.i!ue. 


1919 




t h. 


s R-'^. 

M udifik 


68 . 16,660 

137 

; 9,64 ,61 « 


'Jo.M 

60.83.171 

376 

1.71,779 

GfOijauti . , • • 


30 ,60.*o>6 

R.U 

6 , 16.162 

ViaagapaUui 

OofluTari, Kioif 

11.491 

*0, 01, 966 

390 

4,94,796 

13.-460 

66.21,116 

639 

7,16,348 

Goflaruri, WchI 


. . 



Kisina 

ly.coi 

01,03,190 

723 

14,80.634 

Uaiitui 

l:'>.306 

49.66.260 

226 

2,10,049 

NeJlore 

7,37R 

32. 10, 013 

177 

2,65,57« 

Cuddapuh .. 

3.4&6 

lt>.91,o60 

llt9 

69,913 

Knniool 

r>, 6 l'.» 

10.06.461 

106 

1,13,912 

Beilary 

7,3V»7 

U,4u.OV3 

74 

1 .27/23 

An&iitapiir . . 

£.3T.» 

1 17,U,fc3i> 

227 

4.32,837 

Norib A root 

37,133 

. 88 , ‘o’,. 61.3 

7 69 

20,11,250 

Hoolb A root 

il.CtUi 

' 96,64,368 

707 

6 , 86.720 

f'biitoor 


j 35.80.371 

296 

3,39,809 

Ctwldalore , . 





V'iHupuraiu 





Tun joro 

53.160 

1 4 7.28,4 ^6 

9* >6 

8 , 11 , 66.1 

Negaputuiii 

Manura 

o 1,378 

1 ,67,1 2 , 462 

725 

6,11.698 

Kamnad • « 

46,388 

1.22.91,792 

i . 379 

4.49,886 

Tiniievelly . . 

63. UT 

1 , 70 , 0 tt .668 

2,940 

6.71,634 

Paiamoottnii 




. , 

Triohinopoly 

3f),7W> 

1 .26,94.331 

762 

8,60,911 

Haletn . . ,, 

4 1 .000 

1,16 10,989 

671 

8,80.660 

Krmio 



■ ' i 


Coiaihutoro 


1 .99.64,970 

1,026 j 

8.22.41i 

Tbe Nilglri^ 

1,607 

7 ,6 1 .686 

m 

96,740 

('.aliont 

i.’6,0()7 

71,81,132 

♦ ,”07 1 

6,74,148 

32, Uh 

41,80,197 

6.ly& 

6,27,384 

T«liieh«rry 

31.442 

46,19,848 

* ! 

6 18.163 

Sovith Kuiiuru 

7,607 

66,19,730 

1.660 

6,88,436 

Total 

639,606 

20,27.63,990 

29.371 



1930 



Mnllra^ 

1 ,302 

1 8t>,32,2l6 

i 128 

: 8 . 33,221 

rbitiglepiii 

26,048 

! t7,13,231 

! 496 

i 11.62,978 

Gan jam 

ViaagHpiitHui 

19.172 

43,63,609 

773 

6,60,440 

16,067 

61,41/72 

I 361 

6,67,908 

Godaran, 

12,724 

6h>^98/63 

! 1 

! 14,90,062 

OtwlftTan, \Ve?it 



i - j 

i , , 



18,760 

93.76,717 

1 674 1 

11.91,286 

Gnntur . . 

11 631 

44,33,461 

! 307 I 

6,16,398 

NtUoxe 

6,286 

24.36,989 

1 218 

5,51,664 

Oaddapab 

3.147 

10,18.787 

i 126 

5,62/70 

Knnrool 

6,122 

19,48.009 

1 121 

1.40,708 

BeilHry 

7,19V 

34/8,744 

1 140 

2,28.488 

Anantopar 

4,668 

17.88,664 

201 

4.66,119 

^^t^Ar-cot 

fUbWaroot 

31,744 

88,02,183 

600 

11.87,818 

40,P6l 

99.16,379 

861 

8,89, m 





4 


of martgn^^ in tl>e diffari^nt 

in tht' Mndma V — oa«/. 





\ 

1 ]ti<«tr 

V# of IllOf 

Hond# or obU|calioo» fto 




yvay»«**ot of inou#y. 




— — 






; N ntubcr 

: 

rml tj'f' 






1920- 








»• 


Af , 

ihitioor 



10.511 

5d,l J ,tkk3 

568 

5 86,971 

l.*add«^or« . ^ 

V illapurntu 




. . 

, ,, 

• ' , 
*i6 

, . 

Tau joint 



iTAai^ 

Wit, 17,663 

7 / 57/177 




io.7^> 

it6,Jt».367 

3M6 

3,34\84 7 




45,151 

1 6M,rtV4.3it7 

683 

4. 36 .2**8 




♦ 3,110 

1 56,77.757 

1,5*7 

8,08.564 

Tinu«v«Uy 



‘ .'o jlij 

yi ,4*1 

1 686 

4 40,172 

Pal^urocoT t^h 



1^7. 

1 1>1 4 l, jyj 

i 4 53 

9 3J.no 

rr»4&hij:“p”l V 



:J7.y.:4 

1 , ivy ,440,535 


8,67/i65 

H^Vcri 



3:iXi>» 

1 oO.o* ^<.37 

t* »>6 


ExxhU 




4tJHy.071 

4yv> 

3,33.157 

i 'oiuiliator^* 



) IK* 

l.lo,lft,4>6o 

611 

M 86,365 

rhe ^*^igtfl» 



•.>v« 

10,06.»77 

7 

97,180 

<*a,hc4iT ,, 



.'»vr»i3 

1 MM 7.005 

* ,*H7 

7.6S.««-.? 



44.451 

47 48,436 

6110 

7 46.447 

IVnif'Ufr t V 



. J 4 14:45 

4^*3*7.4 6 4 

1.1*:) 

6,16,771 

WkvuMj 


T 

^•.^37 

! :^4 7ol30 

} 

1.3^4 

7.S*,6J7 




5 <i,yr:3 

\ 50,7^5 (If* yo'j 

50,.* 7 4 

J 87 08 741 




1921 


• 

MvAjimi* 



‘.55* 

i 1.45, i* y ,70 V* 

161 

1 3 5I».7V7 

4 'hio^ i« 

• • 


y.'7 

j 

40 1 

1 1 78.885 



15 /78 

1 4 1 1^,7 61 ". 

813 

».i7.3lv 

^ ijiifcgajpt • uoi 



U'.Vil 

6«‘> 07 7MO 

567 

3,l6,(i84 

ti^xinrari. 
OodaTmri, \K *"«i 



11/514 

ni ui :i.'4 

.1** 

».3M,976 

KUtna 



14., 11 3 

K8,66 lv»l 

850 

14 81,160 

Guutur . . 


» . 1 

44 VfiH 

4 l,7i».^05 


8,61,652 




U ,V*fiij 

5A lol 

"08 

8 . 04 /U 7 




:i U7V 

10 62 ,768 

M5 

2.73,738 

Kitritool . . 


t 

* • i 

7 431 

53 H>.6y5 

1 523 

4, 3?. 186 

B«l Ml y 


' ■ 

7 751 

36 78 607 

: ! 

*6.21,821 

ATUint*|*ui 



6,3 53 

)'*72.7£.l , 

' 5fa i 

Il.l2/Jln 

North A roi»t 



33,134 

y A4 ,84 3 

1 0^6 j 

58, 9 4, 93 M 

Houth Arvof 


* - i 





Cb-ittoor 


1 

10,231 1 

58 ,144 >8M 

347 i 

6 AM .88 'a 

Caid&jort . , 


! 

1 V,6<V6 

62.tf8.074 

♦ 03 ( 

.6,92,li>5 

ViHapuTH^iK 

Tanjor« 


! 

16 1711 

36,4y 207 

327 

33*6.186 


\ 

10,704^ 

70.23.»16 j 

i .y i 

M I9,r51 

K«f[apatMVI^ 

diMttrm 



11,36« 

M2. 66. 848 

370 ! 

4>9A46 


.. I 

3y,o#.i 

1.63 a.l, 188 

806 ’ 

4.34,831 

Kiuiafka4 


J 

44».o6<# 

1/47,78,883 | 

1.612 ] 

1 »»7l,M87 



i 

511.^27 

V6 «l 167 i 

1 1 

1 4.VMIS96 

PaJanuCiortiUh 


* ' i 

56.ft«4 

lOl.VMi.lMIO 

J 473 j 

1 M.84A72 

Tf^cfhinopoly 




1/51,48,818 

761 i 

1 968^11 




31. Ilf 

1.05,33.176 

8My j 

1 2,64,8419 

Erod# 



l7,Vi3 

8,76.1148 

; 628 j 

3.78.098 


• • 


50 722 

.47. art* 

688 1 

7.19.818 

TiMKUgiro 

• • . * 


^.4ii 

6,81.1167 

m ! 

66,970 

F#l||te t . . 


- ' I 

22,*«7 

76,30,olf 

4.t>54^ 1 

8 . 26 A 6 i 


1 

54.44916 

34,8a,8iS 

3.820 

6. 66 At* 

TdIHaliorry 
Boatli Klurtwra 



31, M2 

6.70» 

4a,vt,iit( 

r-7.2a.3o» 

4,042 

1.471 

it|i^ 


TotiiiJ 


£«a,7«i 

1 

20.84 4448 

28 1148 

1 5,»*,7«,t*« 




Statement of moH^^es re^aterad in the different dMtrieta 
in the nadtaa Pxeeidettoy-~«onf. 



fnfftmmeiitff of mortgage. 

Bonds Off oblifsiioiks for 
psymont of mousy. 

Kffgittmtion 





Hnmhffr. 

Aggwgat* 

Tffloe. 

Nomber* 

Aggngst* 

TSIOS. 


19£2 







ns. 


ma. 

Madras 

* , 



a,4S3 

99,61,016 

107 

a.sa.Ma 

Chingk^pttt 




la.iii? 

61,14,894 

372 

ii.as.taa 

Gsnjsm 




11,717 

36,18.198 

616 

a,7a.cMa 

V isagsps^tsoi 

* • 




60,88,866 

231 

2 . 6 fi, 6 ta 

Kiat OodaYSri 

. • 



10,641 

66,19,469 

668 

11,76,837 

Wsit OcwiaTHri 

, . 





* 

* • 

Kifftfia 

• • 


• t 

14,970 

81,16.732 

683 

4,66,876 

Gontar 

« • 



7,96J 

37,62,119 

238 

12,06,636 

KsHora 

• • 



6,693 

26.48,262 

269 

7,01.316 

Ooddsptth . . 




3. lid 

ll,42,tt29 

112 

6.26,316 

Komoo) 

, . 



6,4?0 

24.08,116 

138 

1.96.304 

BsUary 

, , 



7,l«f 

32,67,633 

161 

3,18,437 

AnSntapur 




6.990 

19,64.386 

363 

6.76^6 

North A root 

• • 



23,632 

83.09.816 

509 

9,26^36 

Bouth A root 

. . 




. . 



Ohittoor 



• * 

9.390 

26,62,912 

373 

11,46,120 

Coddalora « . 




18,766 

49,03.084 

470 

6,48,046 

ViUapursm 



• * 

14,9?>4 

33,88.747 

283 

4 04,060 

rdjijora 

« * 



16,182 

70,48,692 

463 

2,96,869 

Neffapat^im 




9.766 

70,72,478 

366 

6,84,786 

Msduru 

• « 



36,889 

1,38,83,633 

469 

4,28,018 

Kamnad 

, 



36,976 

1,18,78,238 

1,672 

4.30,381 

tHnnsvfflly 

, . 



26,222 

91,04,106 

1,672 

7,76,613 

Palamoottah 




2B,f>67 

92,94,749 

1,393 

7.18,365 

Triohinopoly 




26,111 

1,09.62,134 

641 

7,61,273 

Baism • • 



, , 

30,998 

1,02,49,837 

661 

7,74,247 

Erode 

, . 



17,706 

66,63.727 

622 

4.90,960 

CoimhatAjre 

. , 



19,629 

1 .42,98,416 

480 

6,78,664 

The Kilgiri* 

, , 



628 

9,30,982 i 

26 1 

36,373 

Falghat 




20,703 

78,76,»8l : 

4.048 i 

7,27,324 

(Jaltooi 

, , 



18,938 

29»d2.627 

2,939 

4,66,106 

Tsllioherry 

, . 



29,797 

43,27.180 

3,711 

4,80,130 

Hoiitb Eaiisr* 

•• 



6,671 

60,02,312 

1.368 

16,22,368 



Total 

•• 

600,301 

19,66,60,366 

26,468 

1,99,66,886 





1823 



Madras 




3,328 

1,08,68,682 

120 

9,1».«06 

Chinglepttt 




18,065 

60.32,866 

494 

]&,oa,as8 

Ganpun 




11,240 

33,41.676 

603 

i.67.7M 

VisagspaUm 




10,373 

43,27,367 

384 


Bast Qodarari 




9,782 

68,01,866 

601 

»,ii,4aa 

Wsii GodaTsri 




, . 


, , 


Kkina 

, , 



13,802 

76,02,270 

764 

ia,*oa.7M 

Qttiior 




6,869 

31,96,661 

483 

a,M.ot7 

NsUors 

• • 



4,936 

23,02,173 

I 330 

a,ea,ai» 

Ottddspah • , 

« • 



2,970 

11.70,879 

68 

1.24,468 

EoitlkOO} • • 




6J79 

20,79.806 

117 

2,oe.ea6 

Bsllsry 

. • 



7,171 

34,06,476 

118 

2.904W4 

Ansntspnr 




6,867 

18,00,628 

197 

7.40.101 

Noffih Arooi 




27,633 

79,89.780 

636 

la.u.aao 

AfOQ4 

* • 


a a 

. . 




Ohittoor • • 

, * 



9, oat 

2e.xs,s9a 

23S 

4‘.i2.a64 

Cttddafors . , 



« S 

i8,ai« 

ai.97,eia 

fiao 

7.27.688 










40 


StAtcmexit of moirt^ffe« regritteroH in tha different dietriote 
in tile Madras PreaidettOT^ — conf. 



Itjatrumertta of 
mortgage. 

1 Boivdl* Or ohhgationa 

1 for paytoei t of ci.onay. 

Bagitiiatioti diatriota. 

Nomber. 

Aggregata 

eaiue. 

1 I 

K amber, 



1033 — ^omt 


VUIupuritm 

T.*njor« 

Veg«patAcn 

liamnad 

TianertJ^jr 

f'wJamcoluih 

'll iohiuopoiy 

6a]«m 

Krod* 

Co;uib«tor« 

The Ni'giiis 

Pal^ktet 

C iilioviit 

Te hr berry 
Suaih Raiiam 


M Ad r*e 

Chingl«piit 

V'iedgejf^Atam 
Kwit GoiAvan 

Gortiar 
KrlU>re 
CudclApAh . . 
Knrooiil 
BehAry 

S riaiitapor 

North Aicot 
Cbitto<^r 
Culi^iore 
V ihuparam 
T Ai; jor« 

K«^af-Atam 
M^uSara 
Itamnmd 
Tinnetclly 
PaJ Kmcoitmh 

TriehiaopaJy 
BaSsm 
B o 1« 

COiit»b\^Or« 
Tha Bllgirie 

Pa%b&t 

CaJ&ttt 
TaiH^arry 
beaUt KjuMra 


ToUl 


Total 



ae 

14,V>76 

32,86,7*S 

u/jrs 

fl, 

8/iW3 

6B,lt\.72l 

3 *,460 

3 

34,H7h 

1 .15.tt2,736 

;r*.4ig 

gH.B7,4 42 

VI l>-4 

B2.2t.6i 1 

24,V7»> 

1 ,11 .0 .762 

3^».r3 > 

1 .Oi #U 4 00 

17,. VS 

1 

ie.6i6 

l,i‘\68.6.*g 

! 

8,7t.3^6 

^2 7vS 

77,36,310 


4 V, if., 7 VO 

33. 3U* 

4v,62,& H 

6.JV3 1 

66.6vh614 

4VHJ.0VA 

iv»,o:.6i,oi 1 


1934 


^».777 

1.28.29.^8'J 

20.4 18 

67. i7,rt‘»7 

lO.Mt 

ao.To.avft 

H».2.»4 

4<hi7.f*r» 

10 0 46 

67,21.26 4 ! 

1 4 .tK^. 5 

83.81 ,806 

7,26 > 

3 4,2‘>.40H 

6,2^0 

2 ,67.l'-8 

3.636 

10 .^ 17.8 4 7/ 

e.iti 

22,*i7.‘*7)^ 1 

7.0K7 


6 660 

17 6 h74'* 

30.080 

83, 6,6/8 

p OBU 

36.31 ,66 * 

ly.oTr 

62 2 '^,361 

16,641» 

36.31.i6/8» 

14,3I« 

e5> 8- .fl68 

4*. 380 

62.4 6,f>36 

37.027 

1 .4 2.^2,411 

38.320 

1,41,18.2'«1 

27,746 

07, 48, 86*^ 

22.6J1 

83*, 08,8 4 7 

y2,8‘9 i 

1,02,17/92 

30,772 

l,ol,90,827< 

ie,640 1 

f 0.02,360 

18,773 

1,40.67,032 

60 \ 

e .76.209 

23.141 

79.97,2/4^ 

2«.6«? 

gftj8l,2a9 

12.202 

47,07,4»0 

e.^2« 

ei,96«47l 

60^,018 

1»,M,1S. 77 



A*. 

486 

4.44 213 

616 

7,84 v46 

«6 * 

6.47,391 

476 

6/47. vi39 

1.077 

9,10,486 

1,774 

6.18 930 

1.312 

8.1 4.9^ 1 

621 

6.U.626 

606 

vm:i/U7 

4'‘*6 

4.14.086 

623 

6.82.2i7 

J7 

M.9<t0 

a.'Ov* 

6.7 2.716 

4,4 10 

6. i4.vl6 

4 .6 

6, »8,« «7 

1. 62 

• 17.8\/.\6 

2H ,iKrt 

2.1 7. i o.y '4 

If 9 

• 

6. 42. U6 


l6.tm,o,^4 

r. 1 3 

6.1^4,471 

337 

4.':o.77l 

6 1 

1 

7 r*< ♦ 


6;m 

! 9.70.741 

402 

8,^3.693 

217 

! ^.8:t,7uO 

133 

1 2,30,43 

J » 

3.98.700 

lit 

3.93. 06 

6 :»o 

i:. 70.81 7 

182 

3.t0hOf6 

728 

8/9,f78 

6n6 

4,4 7,283 

634 

8.81.830 

6lf 

6,18.6^6 

617 

6/9.016 

1 .826 

8/4,476 

1 784 

6,19.626 

1.3 >2 

11,04 319 

6*11 

6,21.203 

7 8 

10.66.616 

424 

4,64.229 

684 

9.18.373 

32 

6,f#16 

4.018 

8/ 1 96o 

4,620 

f .30.636 

6.2 .8 

6. 4.-34 

1.310 

17,«7.»U 

30,009 

S.W.M.OM 


VoL 1—7 









M 


Otiitement of mortgAget regliitered in the different di«triot« 
in the BladraA Preridenoj — eont. 



1 Inatrumenti of 

Bonds or obfigations 


mortgago. 

for paymoni of mozioy. 

Eogistr&tion diatriot*. 

Nuinbor. 

Aggrogato 

rain#*. 

Number, 

Aggregmt* 

Talue. 


1926 


Madnu 
CbingYepat 
Qanjam 
'Vis'igM P'1 turn 
Sk«t Oodairari 
Wrtit OodAT^ri 
Kiiina 
Onntnr 

Catdapah . . 

K amool 

Binary 

An&ntapor 

North A root 

South A root 

CbittOMf /. 

Cnddaloro . . 

ViDupuraiu 

Tan joro 

Nofppaiam 

MAciurr^ 

Hamnad 

Tiniie^eUy 

Prt^lamooitah 

Tiiohinopoly 

SHlem 

KruAo 

Colmbatoro 

Tb« Nilgiria 

Falghat 

CHliout 

Telliobarry 

Bo nth Kanarn 


M^nae 
Cmngloput 
Qanjam 
Visagapatam 
Baat Oodarari 
W«at OodaTari 
Kiatna 
Oun'.ur 
NdTlora 
Cudiapah .. 
Kamool 
Ba’Iary 
AnanUpnr . . 
North AfOOt 
Chiitoor 
Cuddalora .. 


Total 



ma. 

3.9t>9 

1.43.13,207 

19.018 

62.00.694 

10,173 

29,23.144 

9,880 

44,49,707 

9,9&« 

67,79.743 

7.212 

43,64.833 

6.634 

47.32,260 

6,24^> 

32,60,629 

4,904 

21.49.316 

a.iu 

10.99,706 

fv672 

24.80,806 

8.386 

38.79,857 

6.33CI 

18,24,896 

28.296 

82,96,366 

9.508 

26.84.686 

20.837 

67,27,768 

17.162 

37.97.230 

16.483 

64,48,417 

9.6U7 

67,88,296 

37,379 

1,41,02.413 

38,9 3 

1.32.92,66*) 

26,651 

97,62.021 

21,418 

84,7>",954 

2t,942 

1,09.17,011 

31,379 

1,06.86,620 

19^382 

81,49,177 

17.369 

1.27,01,069 

682 

6,67,146 

23.276 

80.32,867 

26.967 

38,76,678 

81,331 

44,89,936 

7.-59 

1 

63,21,461 

508.356 

20.10,06,341 

192 

1 II. 

6 

8,616 

92,96,126 

19.398 

64,45,4V6 

10.226 

82.66,629 

11.160 

62.96.320 

11,641 

68.86.871 

8.691 

66,10,518 

7,323 

52,09.680 

7,117 

42.41,887 

4.971 

24.02.646 

3.396 

14,77,674 

5,411 

21.80.248 

6,890 

81,53,486 

5,0 a 

17,8*^,340 

28.815 

81,84.049 

8,766 

26,69,234 

17,951 

54,22,7 7 



aa. 

157 

8,76,07ft 

606 

18,35.594 

673 

8. 88, <93 

378 

6.82.tH8 

690 

14,«7,8(C 

376 

9.73,963 

394 

9.21.068 

447 

13,98.028 

363 

7.20,467 

189 

3.91,710 

127 

2.72.440 

21 i 

6.41.963 

126 

4.26.620 

463 

8,26.931 

231 

8,72,831 

668 

9,90.986 

377 

4.04 163 

711 

11,63.546 

777 

8.49.964 

519 

6.27,684 

2,139 

10.27,806 

1,740 

6,67,143 

1 ,397 

10.14.539 

643 

9,41.639 

661 

6,82.536 

404 

4,66 974 

653 

7,67,150 

28 

43,780 

3,816 

i 7.iM»,787 

4.390 

6,62,694 

4.979 

I .90.920 

1 ,'22 

1 16,66.968 

30,335 

2,49,37,624 


162 

3.98.628 

604 

13.41.240 

798 

11.14.936 

419 

6.78,824 

715 1 

22,19.442 

486 

16.61 ,*M 

506 

1S.82.2M 

615 

10.96,464 

387 

7.76.647 

108 

2,81,7^ 

81 

l,60,n2S 

119 

2,76.716 

176 

6,62,624 

620 

9,66,870 

Irti 

1.1». »» 

470 

4,60,701 










Statemait of mortgA^n registered in tbe different dittriota 
in the lladras Preaidenoj — cant. 



1 of 

1 Honda or ohligaition* 



: for pAyiu«ut of luon^^y. 

distriot». 









leae-***' 



VUlupnrAui 

14,1^91 

lia 

3»,R7,7o4 ' 


to> 

Tanijor^ 

it.267 

e5.VfV73'J i 

602 

6.60,676 

M«dnrm 


&4,0&.V4l ! 

»»21 

r,74,*&l 

33 3U> 


457 

6,66,621 

RAmnad 

33.&*>3 

l.-’l,v2.&03 j 

1.720 

W.o3.Hi4ti 

XinnATelly . . 


^^0,57,:41 j 

1 ,626 

«.01 ,giW 

l*i«latnooltAh 

r«> 170 


1,366 

37.3*0 

Tnchin^poiv 


\ 13,«l.C5l I 

737 

1 3,04,706 

S\ieiu 

;>o, 

1 

*62 

5 o7.Vtl 

l»>od« 

18.1H4 

74.34 47/* 1 

*07 

6.50,317 

Ck»unb^*or«» 

; 1 

1 /J3 K? ,!'.y4 i 

5H« 

8,75,225 

The NT il 

' :i%k 

o . 7 & , 4 £»V* ' 

2tj 

15.234 

p£t)trb»t 

' •-■-'.30 7 ! 

77. 3d, 161 1 

3 ,6 26 

6.88,166 

Cahotit 

! — ^ ^ S 3 u 1 

37.1^4.4 4 5 ; 

*431 

5,V»».V6>I» 

Telhoherry 

i ;ii .H«'(> : 

17. >7.154 ^ 

f»,lM 

6.t8»,ni5 

Hoolii . . . . 1 

1 

7.4t^-* : 

77.04 .oij j 

1.222 

12.3'^,785 

i'o* 'i ! . . i 

4^4,2j7 

IVi, 7 1,02.316 

20,Rt7 ! 

2.*6,o6,0VV 


1027 


Medr4« 


:*.7yv» 1 

1.26/18.786 1 

141 

3,PO//15 



25.636 

8 1 1 8 . 4 \0-> 1 

l,(/80 

40.25,528 

< 1 AO) *«> 


10/206 

32 30,585 i 

l-OS 

15, *25/268 

i*)48«pAtatiu 


11,82* 

58.84 4 63 . 

i\n 

8,61,252 

Godavitri, Ki*l 

■ • 

11.760 

70.10,136 

8 I 0 

53,87.1 *7 

(iolmvari, Wes^ . . 


8,620 

4V»,V5,ofi2 

50 H 

2 1 ,6l,2t»6 

Kifttna 

• ' 

7.31* 

50.27.2V/8 i 

504 

15 42.324 

Guniar 

. , 

8,IV^8 

44 13,361 

862 

IH 83.812 

Nell ore 


5,772 

26.55.881 

422 

y.«V.303 

Ca tdap^b . . 


■3.871 

1*.‘33,7JV 

U4 

3.45,470 

Kornool 


5,8*0 

24 11.46^ 

1 4(i 

4,5a,56T 

BelUry 


7.108 

32, 34. 06V 

i;g 

7 43/2 7 

Ai^AniAptir 


6,025 

iV. 74.670 

2.5 

13 2o,m»7 

Korth A root 

1 

32,434 

1 ^ 6,54 ,8Vl 

1 /U8 

J 0.3 i.880 

Gbittoor 

■ ■ 1 

'; 

27,03 ,810 

166 

l,64,o4V 

Coddalore - 


2'*/2|8 

60,20.628 

527 

1 3,7V.8V| 

ViJltJp«riMu 

.. 

17,085 

f M4.365 

301 

6/* 7. 76V 

Taujore 

' 

15,131 

65,05/24 0 

556 

7.62.738 

Ne^mpJktam 


1 10,4 21^ 

62,18,5413 

872 


Modona 


1 34/307 

,32,66 833 

; 551 

14.50,026 

Rsmivad 


38,vV4 ! 

,16.^2.rG6 

1 4,01i ' 

17.27.763 

Tin*M»«*nT 

PmlAfneoitab 


1 26.744 ' 

P^i.35,3V7 

1 *1^7^ ' 

U.02.561 


: 21.4l'3 

82.0*. 153 1 

1 1 ,5r.3 

1 1,42.321 

Triebinofioly 


1 26,241 

1 11,64.611 1 

1 1 .033 

17,57.V5» 

SeliKn •• 

. * 

1 33.234 

1.20,tm.6J5 

I 636 

20 ,5 v,086 



J 17,018 

66.01,071 

515 

7.82.yi6 

Csi*isib«lors 


’ 17 023 

1.26 66,43d 

1 5V2 


TImi Siiidrii 


♦ ,f46 

A.lt.llO 

i 25 

ly.oso 

PUgh^t 


S2,884> 

i7,\m 

77,11,312 

3«,n2,«7« 

1 3,732 

4,681 

3.42*a47 

7,07.063 

TsHM^vry 

. • 

32.8T3 

M.«4,t7« 

5,853 

7,10^33 

BomiJk KM^rm 

- 

6.75« 


1 1.078 

j 3,38,300 


Total . . 

«3».7«7 

30,£«,77,«7* 

U.««3 

»,99.O7,t0l 



Bonds 

rtgiftter^d. 


k2 


Statempnt of mortgasres regiatered in th« different diatricta 
in the Madraa Preaidency — cvnt. 


Infriroments of Bonds or obligations 

mortgages. for piyment of money. 


Hcgistralion districts. 

Nuilib#;r. 


Madras 




4.012 





10.6 IV' 

Otctj itii , . 




in.vsi' 

V pat"*!!! 




11,915 

Ooiitivui, 




11,»^68 

(io lavari, Wed 




B, 3i 

K i^lna 




7, <12 

OuiCur 




7,77^> 

N lloro 




4/ 

(’uddipHh .. 




3. Gin* 

K ool 





Kellnry 




H, >11 

Aliaii'lipur . . 




5,;H.5 

NuTth A riot 




32,384 

ChiHoor 




•> 

Cji idalore . . 





.(til 




15,814 

'r.topmj 




1 i ,656 

Negapalim 




V,U 5 





34.320 

r'ainiOK) .. 




34.544 

'Vi IK t veil y . . 




'24,274 

r.ijaiuoollah 




n^5^3 

SmIoiu . . 




33,518 

'I'l ichiijopoiy 




24,8*5 

Krtxln 




16,144 

Coitiibi*tore 




16,150 

riit; Nilgii iH 




554 

Va'ghil 

« # 



24,496 





28,a8| 

'Cel lie lorry 




55,510 

South Kauara 

•• 



6,789 


'total .. 610,974 


Kumber. Aggregate 


liS. 


R«. 

88.48.085 

105 

3,76,104 

61,94.105 

617 

22,80,256 

30,90.712 

882 

ll,38,‘'68 

69,05,112 

50 >) 

9,70,961 

76,21.92^ 

902 

40,12,l4H) 

53,61,997 

611 

32 90.041 

51,20,85: 

539 

20,82, 'll 

44,61,771 

658 

26,45.777 

24.35.721 

389 

10.10.919 

13,42,622 

102 

1,42.961 

29,40, 118 

105 

i 4,12,116 

38.16.812 

215 

, 6,84.114 

20,(»0,570 

127 

4.90,223 

96,30,57v 

1.042 

17, '5,632 

18.14.402 

i 213 

4,17,413 

f>l,(»4,79] 

> 468 

5.89,896 

35,77,556 

308 

3.20,17.> 

63 29,888 

1 564 

6,26,996 

51.44,311 

1 84 7 

10,67,298 

1.2^83.(^52 

493 

7,42,906 

1,11,79,9^1 

1 1.5^5 

10,00,017 

8t>,04,;-71 

1,64 7 

5,30,i91 

77,4t),91 1 

1,337 

11,07,502 

1,17.15.363 

671 

12.33,893 

1,1 5 46,149 

920 

14,99,430 

64 58,275 

560 

7.48,318 

1,31,40,818 

542 

9,23 053 

’ 4.26,448 

33 

1,16,404 

74,92,019 

3,502 

6,09,641 

39.31,226 

4,394 

5,66,669 

54, 17, 4.7 

6,300 i 

6,97,946 

63,72,160 

1,178 ! 

10,35,837 

19,87,43,269 

3t',iS8 

3,43,26,954 


They l»ave heeti aiuuially for ten years fairly constant at 20 
crorivs per annum. This gives, multiplied by 3, a Bubsisting debt 
of GO eroros. The value of bonds registered annually has gone up 
from IGO lakhs to 3J crores, but tliese bonds are changed more 
frequently. 1 hey are paid otY or replaced by fresh bonds more 
frequently tlian are mortgages and it would not be reasonable to 
take more ilian double one year’s registration to represent the debt 
our this account outstanding at any one time. We arrive thus 
at 67 crores as the outstanding registered debt. This figure includes 
both rural and urban and the only way to allocate it between urban 
and rural would be to consider the amount registered in Madras 
City and take the same proportion for other urban population, for 
the registered figures do not distinguish and it would take an 
amount of labour which wo think unreasonable in the circumstances 
to go through the registers and attempt to pick out separate figures 



u 

for rural and urban. This would dirida the debt between rural 
and urban but would not divide it between agricultural and non- 
agricuUural with any certainty of accuracy. Of the 20 crores 
annually^ one crore is provided by Madras City and this should 
be deducted together with more than another cn>re for other urban 
Joaiis if we are to take only the rural debts into consideration. As 
we include debts for all purposes in this statement tl»ere does not 
»eem to be any reason to deduct a more or less arbitrary figure b>i 
urban debts. 


92. The ontstuiuling secxired debt has been taken by Nirhoison 
to be about 4o per rent of the whole and his lea'^onH for aceepting 
this figure are set out in his report. Darling has arrive*! at a 
similar figure. We have examined the ijuestien with refi^renec to 
su(di material a^ we hove l»elore us and the rf»sult is snntewhat 
eonllif ting. ihuti( ularly is tiu< the rase it» regiusl to statislirs care- 
fully compiled and S 4 *t out in Settlement Iteports. C n fort unatel v 
we ha\e no iniormation to show at wlmt lime td the vt»ar thf» ligur**s 
were taken and this is a matter of the utnn^st importance fm as 
we have o)»ser\»ul a \\i>t amount <d ileht is repaiti at the 
hai vest and tin: pmcen tag** of scoured debt io tlie w hole out ■ 
stuioiing del>l mu^t (hen go u|> smblenly and vt*rv greatly. 
But even apart fiom this the j>roportion varies g^reatly from f»ne 
distriet t<> another at the same time. The following figures aw* 
about the most reliable that are open to us: — 


danj‘U r Sittlrnirut He|)ort - 1 9’M . 
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l>ehv 


! 4,0l,evC 

i 40 j i*70 1 

i ft(t 

UpUnd 


i 81' 736 

1 ^ 

j 7i' J -jT.rnv 

3e 

Total . . 

iiivniy 

[ 4/^e,S30 

1 1 

1 i'J 1 *s4H^4fty 

' 1 

6H 


Secured debt is 42 per cs nt of the whoh drbt. 
Unuecured debt is p r rs nt of the whole d» hi. 


Bellary and An uitapnr Settlement Hoports— 192 h 


«* .ai.gw in Bdiwy dut.ini | 

100 , , BelUf e And A rjinta [ K«gi«trTed 

par diHiict*. I Unregister**! 


Per oeii* 

.. 71 

3,21,1116 

.. 70 

.. )0, 0*5,038 U Tt 

7,73,681 43'6 


lhi«*ronf^ 

ilfM, 



ToliU out- 

•tanding 
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luvaetigators* Beports. 




Bsearad. 

Unaacrared. 



Per cent. 

Far cant. 


f M^xuutu . . 

64 

36 

Ks«t Oodararh 

Fedapa.ll« 

aa 

67 


FaiiiKera 

ae 

64 


J:^irAumde▼lluaham 

4 1 

64 

Btllary 

Yaiptkaggal 

iW 

71 


[ChimHUor 

dB 

66 


ChltUmpatti 

S3 

17 

Maduru 

Rodikkoiam 

66 

44 


kulau) 

70 

30 


K&mbliACDpatti .. 

76 

26 

Coiuihtttore . . 

(Jr.iyiiagar 

r>6 

U 


Nagaiu micken)*a]ay»ui 

63 

47 


The Cgureri taken out by the Iiiveritigutois under thin Committee 
vere eonijdled ))etwe(*n S<‘{)t ember an<l November when tlie debt 
wah g(*(ting towards its maximum but tliere^ is here al.Ho a very 
great disci e})ai](y between the figures of one village and aiiotlier, 
(lie percentage oi secured debt varying trcun 29 to 8d. On tbeHe 
figures we could only take it that the secured debt is alM>iit half 
of the total debt when the latter is at its maximum just before the 
liurvest. The 67 crores is then 60 jier cent of the whole; we must 
add on (hat account the otlier 50 per (‘ent, i.e., 67 crores and arrive 
at a total of 184 crores, 

98. Tln*se figiU(*s lake no account oi intciesl. Nicholson has 
taken 12 per (ent a^ the interest, that is tin* ordinary rate on first- 
class mortgage and we shall later show that tliis is a reason- 
able tig'UK*. The InttU'e^t on short-term and less well secured 
debts are at a Nomewhat hig'her rate but ii we add 12 per 
cent for the in(cie>t we >hall not be tar wr»»ng for tbt>ugb 
some is at a highei rate, some short-term loan ran only for a 
few months and we arrive at 18} s 16 lot) luores as (he debt due 
or outstanding* at (lie liarvest. 

94. Again it we consider what would be borrowed during the 
year having in mind that a vast number of the ryots borrow* for 
cultivation expenses including the wages they pay to coolies or the 
equivalent in the form of domestic expenses for themselves and 
tonsidei that for cultivating 58 laklm of acres of ryotwari u’et land 
at Ks. 40 an acic on an aveiag»*e and 220 lakh.s of acres of ryotwari 
dry land at Us. 10 an acre and 190 lakhs of ai res of wet and dry 
jamindari lands at an average of Us, 16 an acre we arrive at an 
amount of 74 crores and considering tliat some do not l>orrow for 
ciUtivution expenses while others borrow not only for cultivation 
expenses but also for ilumestic refiuireinents Ux> this figure is 
at least comparable in view of the approximate nature of all 
such calculations with the figure of short-term loans (67 crores 
— interest) previously arrived at, that is to my, taking the 67 crores 
arrived at in a different way and working back it does not give 
unreasonable figrures as costs of cultivator’s expenses. It is also a 



as 


reaaonablf^ proportion ot the total value of cropn tvhich bv the 
foUowing statement comes to 165 crores. I'h® figures are taken from 
the Crop and Season Report for 1928--29 and are m follows: — 
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(’ultivation ex|>enie*i take very roughly hall the rrop and this in 
paitirulurly tlie ease with [^adfly V)nt it is In be observerl that the 
value of rrop.s includes both erops on double-rrop lands but the 
cultivation expenses outstanding at any one time a^l a loan are not 
doubled ; the borrowings for each nop are largely repaid from 
the rrop as it is harvested and fresh IwUTowings taken as the next 
crop is cultivated. On thi*» basis the loans for (‘ultivation (mtatancl* 
ing at any one time if the total nil ti vat ion expenses were borretwed 
would be much le.ss than half the total annual value of all crops, 
that is, it would be less than H2| crores. 

95. Next we must di'M uss the actual figures of total debt obtain- 
ed by investigation by '^absildars into (56 villages all over the 
Presidency and by our own Investigating Officera into 12 villages 
The figures recorded and the rates of debt iu nijiees per acre of 
occupied land, per head of population and per rupee of assessment 
ere ebown in the following statement 


Aotojil 
in vHl^ss 



Statfineot Aowing paBticulara of debt furnished bv Tahaildara and Invebtieators in some Tillag*-B in the diatriota. 
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Steteaieot sbowiiig particulars of debt fnrnisl^ by Tahsildars and Intestigators in seme villages in the distrieU —remi. 
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StotemfBt ibowing jsBrtictilars of debt furnished Tahsildars and I in ( stigators in some vQIages in the dirtricUt— co«f. 
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SUtPBMOt Aowing particnlara of delt furnished bv Tabsildars and larestigators in some village in the dirtriota— 
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/. In three dietricte we considered the figures given by Tehaildan 
unreliable after questioning them but for the rest an average debt 
of ll». 38 per head ie arrived at. This for 42 millions gives a total 
debt of Rs. 160 crores. These figures were taken out just belbS# 
the main harvests, that is in December and early January when 
debt was at its maximum. 


The figur€»s arrived at from enquiry in a smaller number of 
villages by the Couiiuittee's Investigators work out at 61 per bead 
Olid was taken slightly before the Tahsildars’ reports. This would 
give a total figure of Hs. 256 crores. 

DeU on 7/. Worked out on an acreage basis we get from the Tahsildars’ 

•emgs hsuit. average debt per acre of Its. 48 and this for 26,282,000 

acres gives a total debt of Rs. 126 crores. But taking the total 
of the Tahsildars* and InvestigaU>r8' figures we get an average for 
the 


Per acre, 
as. 


Northern Circars ... ... ... ... ... 62 

Ceded districts ... ... ... ... ... 23 

Tamil districts ... ... ... ... ... 62 

West Coast . . ... ... ... ... 65 

Average ... 63 


and the total on this average is lls. 149 crores and it will be idlserved 
tliat the only uniformly poor area — the Ceded districts — has much 
the lowest average debt per acre, 

Dobton 96, Turning now to the debt per rupee of assessment or rent, 

a figure whicdi should show some uniformity, for the debt and the 
assessment both depend on the value of lan<l, we get the following 
district averages : — 


Gan jam 

... 8 

Tanjore 

... 20 

Godavari 

... 19 

Tricliinopoly 

... 11 

Guntur 

... 10 

Madura 

... 14 

Nellore 

... 12 

Ramnad 

... 21 

Cuddapah 

... 12 

Salem 

... 11 

Eurnool 

... 13 

Coimbatore 

... 27 

Bellary 

... 15 

Malabar 

.. 34 

Anantapur 

... 34 

South Sanara 

... 37 

Chittoor 

... 12 


- r ■ 

Cliingleput 

... 26 


371 

South Arcot 

... 12 


^-1 1 - 

North Arcot 

... 24 




giving an average for the Pveeidency of Re, 19 per rupee of 
assessment. 



n 


ikia rata oa an aikiie^mant of lt», &,69,(Wf000 on ryolwnri 
landa the debt is Ra* 108*1 erorea, and at the aatne rate oti a rental 
ef Ba* 2t36, 00,000 on gamindari laud inoludiiiK wtiole inauie, eic%, 
lha debt ia Ra. 44*8 crorea, the total being Ra. 163 ororee. 

97. Acjcordiug to Settlement Reports of Bellary, Ananiaput and 
Tanjore (1920 and 1921) the total debt of the Presidettcy on the 
pop^ation basis (average Ra. 61 per head) is Ra. 214 crorea. 
According to Settlement Reports of Bellary, Anantapur and Tanjore 
(1920 and 1921) the total debt of the Presidency on llie acreage 
basis (average Rs. 33 per acre) is 153 crorea. 

98. Each source from whii*h we have taken these figures cannot by 
itself be regarded as very leliuble, but considering all these facts 
we consider that at the iiiaximum in the year the total debt i» in 
the neighbourhood of 150 crores of rupees and that the debt whirli 
continues from year to year is at [iresent alsmt Ms. 70 cnues. 

99. Though tlie bulk of this debt is secured on land and though 
the vast majority of it is agricultural, it is not possible to ascertain 
precisely how much should be clasHified as agricultural and bow 
much as industrial (non-ugricultural industries) or conitnercial 
or domestic. 

100. As to the cause of indebtedness there is the outstanding 

fact that ryots borrow to grow their crops and pay the domestic 
expenses just as a large number of weavers get the yarn from tim 
snaall local merchant on credit and an advance of pay to wtMive 
cloth to be sold back to the petty dealer and return the cloth to 
him for sale, when there is credited the Hupposed vahie and ho it 
goes on. Similarly the ryot borrows from the bn’al small merchant 
in the village, from the dallal or merchant in the town and from 
his fellow^ ryot while the tenant farmer borrows uls<» from the 
landlord and repayment is made from the cmp. Btit fretjuently 
the debt is not repaid in full and a pari of the loan persists and 
becomes a pro-note debt. In the course of time it may with a 
lucky year be paid off or it may l>ecome a mortgage deb*. It has 
been represented on behalf of the cow>perative sof ieties that by the 
existence of this heavy persisting debt the < redib>r takes the bulk 
of the produce and leaves tlie ryot analjle *o repay sliort-term 
loans. But equally the original short-term loan has produced the 
long-term debt and there is a vicious < ircle. I'he ryot cannot clear 
his short-term debt l>e<’ause of the mortgage creditor and lie i-annoi 
cultivate without Txjrrowing because his crop goes largely to the 
long-term criwlitor. If he pays his long-term creditor liis currerii 
debts swell and overwhelm him. This is the argumeiii put forward 
to support the practice of c^o-operative credit societies* lending for 
ten years. The only defect! in the argument is that it ignores the 
safety of the bank itself Doubtless if the (x>-oj>erative credit 
society could take over the whole of a rroi’a debt and allow him to 
pay in easy instalments a burden would be lifted from his shoulders. 
But for how long would he remain free and how regularly would 
be repay P did the small joim accumulate until a mortgage 

was unavoidable P 


IVtH 

ttisiit HsperU. 




of 



Purptmm of 
iOAlHI. 


t of 


lOl. T)i 6 actual purpoae* for which the ryot« borrowed in all the 
villager where euquirieii were made by Tahaildars and our own 
Inveatigators work out in the following jiroportion : — 


Payment of prior debbs ... ... ... ... 37 

Marriageii and other ceremoniefi ... ... ... 10 

Payment of land revenue ... 2 

Family expenneH and relief of difttrens ... ... 9 

Agricultural ex|>enHes .. . ... . .. ... ... 20 

liaiid im|)rovement ... ... ... ... ... 9 

Education ... ... ... ... ... 1 

Trade ... ... . . ... .. ... 3 

Purchane of land ... . . . . ... ... 8 

CVmBtniction of hotmes ... ... ... ... 1 

Total ... 100 


But the InveritigaiorH’ reportH nhow the following figures for 
P2 villagert investigated in the four distri<‘tH named: — 
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17 

20 1 

11 
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21 

20 

AgriouHursl expenses. 

8 i 

1 



21 
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14 
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8 

15 

Improvement for 

land. 

Hdueatifin 

I 1 
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7 
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Trade or business 
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13 
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Purchase of land 

4 

17 
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13 

11 
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2 \ 

10 
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24 

19 

Coiistroeiion of 
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4 

4 

18 

3 
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1 

6 

6 

& 
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100 



102. It liHH many times been urged by ryots in disparagement 
of co-operative socueties that the latter require ryots to repay in 
full and take coercive action if it be not done. The money-lender’s 
int^est may be high, but he does not press for repayment. Herein 
lies much of the evil and on this is baaed the statement of one 
witness The first step towards the acquisition of a piece of land 
is to lend money to the owner The ryot is eager to borrow 

but not so eager to repay as due Tahdldar has put it to us and 
the creditor does not press the matter so that between the two 
the loan is allowed to swell and multiply. The ryot in fact in 
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inailjr cases lives largely on what he borrows while his crops go to 
the t^reJiior who keeps the account. Add to thiH the fact that at 
any one time a substantial sum may l>e required for ceremunial 
oeciuiiona including marriages and for occasional heavy expenditure 
— heavy manuring or d<H>p ploughing, leveUing up laud and so 
fortli — all this goes to swell the debt. The ryot is occushnned to 
Imrrowing but repayment is. in his view, a thing to be e^-aded. 

There is always a chance that something may ha|»peii to the 
creditor and the debt be cancelled and, considering that the ryot’s 
life, except when conditions are more stable and rates of interest 
are less exorbitant as in the big deltas, is one buig gamble with 
nature over the rainfall with, in some districts, odds on n go<nl 
season and in others fairly lonir odds against such a hajipv event, 
it is not surprising if he takes a risk. He may, if he is lucky, 
evade repayment ; on the oilier hand he may lose his land in a 
court sale. 

103. So far only debts ascertainable in cash have been considered, CJrsin duNi, 
but there i.s a great deal of borrowing in small amounts of grain. 

This again is commonly repaid in kind at the harvest and one- 
fourth extra as interest regardless of the period the loan has been 
running is an ordinary rate of interest. It is not practicable to 
make anj^ estimate of the total amount of loan of this kind, 

1()4. This is not the wlmb* picture. The statements we liave CitstwctiYs 
show fairly large items of borrowing for purcliase of land and for 
improvements to land. All debt is not an evil. A great deal is 
beneficial. The ryot who has some funds may do well to l)orrow 
and buy some more land. It is often worth while to borrow to dig 
a well and the rate at whifdi su<‘h persons with gotal c*redit can 
lioiTow is not always exorbitant and they have enough intelligeni’c 
and foresight to avoid making a bad bargain over the funds they 
borrow. 

105. Then again a great deal, probably much more than half, loeniry- 
of the money-lending is done by ryots. The more well-to-d<» rjmts 
have a surplus to invest. It pays them to len<l almost all they have 
and to borrow for their cash recjuiremeiits later in the year, This 
debt is a beneficial one to the borrower. It is not to the interests 
of such people to have no such debts. But it is not possible to give 
any estimate of the i>roportion of the rural debt which should be 
regarded as beneficial — for it is to some extent a matter of opinion 
whether particular items are beneficial or not — and of the part 
which must be taken to l>e in the nature of a millstone round the 
ii€H k of the cultivator, but it is certain that for the bulk of ryots 
and for all the poorer ones the debt they owe*is a burden under 
which they can only struggle on. Certainly it is not growing Urn, 

The present annual crop of mortgages registered is thrice that 
found 30 years previously by Nichol.son but the land also has greatly 
ioorea^ in value. On the other hand there have been no great 
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in land Talues in th« last ten years and it is cuHons tliat 
ilie aitlinal value of mortgages regisiereif has remained, at so steady 
a flg^e. 

106. The manner in which this figure of mortgage debt has 
grown from the figure quoted in Nicholson’s report is shown in the 
subjoined statement. 


Particului-H of instruments of mortgages and bonds executed 
in the various districts of the Presidency during the 
years 1895—1928. 



IrMrtnmiffnft of mortf^Ago. 

Bcmda or tor 

payment of money. 


Nombor. 

oe. 

Number. 

raltte. 

lSM-9e 

888»998 

M. 

7.49,60.630 

24.603 

84,12,226 


862,193 

7,21,26.966 

23.393 

52,80,486 

1 W-98 

878,764 

7,88,80,953 

24,006 

60.20,425 

189^-99 

3S8.998 

7,83.14,718 

21,486 

61.32,290 

18e9-19(W> 

304,811 

7.76,76,681 

20,626 

47,62,161 

1900-01 

410,748 

8,24,14,728 

20,746 

48,48,908 

1901-02 

411,989 

8,29,23.887 

20,968 

49,18,462 

1^2 

SS4.0S7 

8,11,40.299 

19,923 

49.67,738 

1908 

380,400 

7.69,96.330 

16,836 

44.92 349 

1904 

388,888 

8,19,78,988 

15,871 

39,36 200 

1908 

460,402 

8.80,87,142 

18,062 

44,83,465 

190S 

483.213 

9,88,52,411 

18,779 

43.49,093 

1907 .. 

304,030 

10.62,87,218 

18,568 

50,71.628 

1908 

519,648 

11.47,90.784 

18.467 

53,42,227 

1909 

631 ,978 

12,0.5,68.408 

18,962 

61.68,140 

1910 

620,831 

12.33.68.327 

19,681 

62.62,928 

1911 

623,987 

13,02.00.237 


62,81.409 

1912 

669,609 

14,61,92,661 

23,438 

76.23,280 

1918 

663,604 

16,14,87,667 

24.178 

76,03.826 

1914 

632,331 

14.76.98,966 

24,691 

80,30,783 

1918 

618,178 

16,03,71,306 

26,20« 

82,33.670 

1918 

639,686 

16,79.31,266 

26,606 

1,04.62,693 

1917 

629,697 

16,68,19,013 

26,862 

1.03,21,961 

1918 

640,163 

17.07,40,188 

26,719 

1,08,70,219 

1919 

639,606 

20,27,68,900 

29,871 

1,61,11.449 

1920 

693,933 

20,62.08.902 

29,874 

1.87,06.741 

1921 

693.761 

20,8141,946 

28,196 

3,84,76.698 

1922 

600,301 

19,68.60.366 

26,468 

1,99,66,886 

1928 

490,096 

19,07,61.641 

28,486 

2.17,60,994 

1924 

606.918 

19,94.18,477 

30,660 

s.ao.es.oos 

19» 

603.366 

30,10.08.841 

80,336 

3.49.37.634 

1928 . . 

494,227 

19.71.02,316 

29,857 

3,40.06.099 

1927 

626.747 

30.66.78,473 

83.962 

S.99.07.60i 

1928 

510,974 

19,97,43,369 

32.255 

3,43,30.904 


Tt will be seen that it increased fairly steadily from 1895 to 
1917 roughly doubling itself over that period but in 1918 there 
was a very big rise and since then tbe figure has been oolistant. It 
will further be observed that though the value has increased the 
number of documents involyed has increased in a far lower pro- 
portion and the same remark applies to the regiateSred bonds. 
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of 8ucli is tlie constant cliati^ In 

owii4ir»liip of land. But the hulk of the lendittfr 5^^ done hy ryots 
and the land rhaii|| 4 ^es hands from one ry<»t to another. A rvot is 
thrifty and hardvr«*rkin^ and he a<Huitiiula4eH wealth and lands; 
Ilia mamMn uejrUHis it and wantes his nidwtame ; the land in aold 
in J>ay off the dehls. Not a ^reat deal luissen out i>f the hands <if 
tlie cultivating i lasses ; the protessioual inonev-leiulers are g’cne- 
rally not anxious to take tlie land S4> lon^ as the loilti vat injur ryot is 
d<K*ile. If he buys in the land, lie must sublet it prohnbly to the 
same ryot. He ^ets little or no inrire it by iosiiinjx it anil 

suldettin^ than he did before uben tio* ryot mllivateil and tlie 
money-lender ^ot most of the crop and the debt has het n liquidated, 
so that he has no hold ovei the ry<»t. It wu-. the (aslnon some few 
years a^o lor f’liettiyars to hay lands and tht‘y be^u^an to laMoim^ 
landed pm|»rietors but it was apparently little more than a fashion 
They could ^et hettiu investments for tin* mone\ in olliet dirtn* 
tions and liave a[>parently ^ivtm up hn\in^^ land to ant* 
considerable extent. 

108. Fhe eifei't of the debt uiuh>uhte<ily i". however, that tlie 
ryot does not jL^et sueli a return from (he land ns to nidnce liini 
to make serious attempts to ^row a bi^^er i rop. Kven apatt from 
the f^*eneral dmnoi aliziiiji" effect of eoi»st;inilv in ilebt tj* 

another, the fact that anotlo*r pel son wiil jret (he Ijon’s *'ha!i» of 
the produce will damp the aiahun of fhe most en I Int'^iast ic The 
d«*hi thus results in inefficieney and the efiect it lias on the ryot’s 
credit means that he lias not and cmniiot easily ^o»t eiioni^di money 

put info cultivation to yiebl a first-(hiss erop staol, mannrinp'. 
cattle, implements must be reiluced to tlie clieape*^t (hat <an be 
iTot. 


100. It has als<i a markeil effect on the inaiketin^ td the piodine 
for so lon^ as the ryot is ohli^ed to take his product' to his finan- 
<‘icr there is no prospeet of his liein;^ aide to niarkt*t In ^ f lop on 
the terms and in tlie manner most favourable to himsrlf 

110. Th<‘ loans come in the main from the money-lenders but 
the mouev-lenders art* not in the majority of eases the professional 
money-lender and the mercluiut. The follow'iii^^ sluteiiient shows 
the percentafre of loans advanced by fhe several financinj.^ a^rem les 
in the villages examined l>y our own Iiivestig^ators : < — 


— 

linpefrtai 

Bftuk. 

Govern- 

ment. 

1 

! 1 

Profe#- 

Ntonal 

m<m€y 

leiider». 

[ Byoie. 

1 
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t»¥ft 

But Ooda-nitl vllUge 1 
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Do. 3 

Do/.. .. 2 ..j 
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12 
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37 

46 
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of 
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Imporiai 

Bjtnk. 

Oovern- 

i 

Ptolw- 

tiolui 

mciioy 

londtrf. 

Bjrots. 

i 

Co-opm- 

tlJT 

•OOMiiOi. 

Miiduni 1 
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43 

1 

Do. 2 
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i 

66 

32 

12 
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•• 

Coimbatore 1 
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TJie pride of place in regard to volume of loans nnist then he 
given to the rvot-iiioney-l©ii<lpr and this is in accordance with 
other statements we have r^*eived. The ryot comhines in many 
cases with fanning a little mone\^-lending and trade and when he 
lends money on land there is a considerable chance that that land 
will pass into his hands. The conditions of such loans are in the 
first place that the crop shall go to the creditor commonly on pre- 
stated terms but tlie rates of interest vary greatly. A good first 
mortgage can ordinarily be got anywhere at 12 per cent but for 
unsecured loans and for large doubtf\il mortgages 15 per cent to 
18 per cent are the common rates while 24 per cent, particularly 
in the (leded districts, where crops are precarious and credit pro- 
portionately low, is not an uncommon rate, but as we have already 
said a great deal of business is done at 12 per cent and 15 per cent. 
The rate is not the only evil or even the principal one. Repayment 
is forced at the harvest and crops are taken over in pavment at a 
low price. The weighment or measurement is often in the hands 
(»i' the c reditor so that though much gniin changes iuuids the debt 
is not reduced as it should be. 

111. If the numey-leiider, how^ever, governed his rates accord- 
ing to the security offered and to facility for recovering loans 
there would be little c*ompluint but when he increa.ses the rate on 
account of the ignorance of the Imrrower or the lack of finance from 
other sources or the urgency of the need then there is a stix>iig case 
for educating the ryot and for controlling rates and for providing 
alternate sources of finance. Only in one or two cases has it been 
represented to us that rates have gone up on account of the need 
for more funds than were available with the local financiers while 
it is undoubtedly the case that co«o}>erative societies have in placoa 
where they are active brought down the general level of lending 
rates. We have had occasion to observe that the lending rate is 
influenced by the facility for recovery of the loan and for realis^ 
ing the security ofltered. This is a common place and it oi|I^ 
remains to point out that when the sale of land is unrestricted it is 
of fipreater value as security and the loan being more readily reali* 
sable, the rates are accordingly at a lower level. As an instance 
of this difficulty of realisation we may quote the fact that the bulk 
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of C^tiar moiiey-lemliug lias out of S^mtli Iiidia to Uuriijii 

atid lyedenited Malay States, Straits and tVHliiii Cliitta. 

112. Tlie luerfliant is another creditor, lie advances nioiicy 
not because he wants to invest but bet'ause he wants t<i the «»<>»»•>' 
crop as cheaply as p^)ssible for pur|H>ses of trade. The aiivances 
Hi) made are to (cultivate the cis>p. lie diHis not. however, take unv 
steps, if any stejis were pos?^ilde^ to ensure that his advances are 
only so iiseil. lie takes his repayment when the eiup eoines to luiii 
but it does not always come. He may l>e clieated and tln» c rop U‘ 
taken to another or the crop may fail, particularly if it be in tlu* 

(*eded district.s. and in the latter event he will probald v buv** tc^ 
advance more for the next crop, otherwise lie ^ets buc k notliin^ 

In this w’ay there is a teiulency lot the nierehant or dallal lo iN^cauno 
more u money-lender and less a merchant with bis money more 
and more out in loans and less avaiitihle to finance his own trade. 

If he has liorrowed, as he sometimes must, his n'souice.s InHcnnc' 
los.s fluid until finally be fails. We were informed that ibeie has 
l>i‘cn a number of sucli failures recently in Helluiy. 


113. The next creditor is the co-operative society, w bu b has Immui 
dealt w'itli elsewbere, and finally there is the (#ovi»rnment witli tin 
fakavi loans for land impruveinents and for aj^i iculturist s' n'cpiirc' 
nienls. Tbe.se loans have* an excellent feature in them : the creditor 
insists on repayment. Neither the (lovernnuuit nor (be* co-operative 
society is interested in g^etting the land; they do not want to sell 
up the ryot but they want tlieir money back. IJndoxibtedly this 
in (he lon^f run is go<>d for the ryot for be suffers and bus .sufterecl 
much from bis own slackness and from the money-lender’s 
ciounivam^e. The buig persisting debt is the amount that recjuiic'c 
to be discharged. There are only two ways of discharging it. Oiu' 
is to pay and the other is to go through tlie bankruptcy court Tlu’ 
Insolvency Act is dealt with elsewhere*, hut he* re it is ncc(*ssary 
to discuss facilities for paying off sudi debts. 


Uorc^rnmutt 
iind i u*op«t»* 
tivi" #»ocic*tii's 

Ukuvi 


114. To facilitate payment it is pofvsible in many cases to coiu 
vert the debt into co-openUive debt at a lower rate of interesi J^V''*** * 
allowing more lenient and more specific term of repayinent. 1 here 
is a section which can at 9^ per cent be repaid within five years 
The ordinary^ credit society can deal with these. There are otheis 
which would be repaid in 15 or 20 years at 0 per cent if a land 
mortgage bank could l>e organised to finance these debts. Ileyond 
that there is a limit of debt which cannot be liquidated by grant- 
ing a fresh loan at any rale of interest at which it is piiuiicablc 
to grunt such lonns. 

llo. But a considerable amount of debt, we are iufoiuied, i.. 
kept going by borrowing from one sowcar to repay another. It 
example, asserted tliat a ryot in debt borrowed a tak|iti 
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IcttJi OHteuiiiblj for llic purchase of cattle aud paid off the 
money-lender who had Iiecome urgent in his dcuuinds* A colour- 
able iiuituiioii of a hull was prmluced for the Tahsildar’s mspectiuu 
and the (fovermneiit was ultimately repaid by biirrowing from the 
eo-opeinitive »cM*iety which again wa» repaid by a loan from the 
inoney-lerider ; and so it went on, the debt growing a little more or 
less according to the Heasfui. This undoubtedly does cM^cur ; it is 
t oininon as uftciimiing between the nioiiey-lcnder and tlic co-opera- 
live sociely l)ut much less cotiiuioti for the takavi loans to l>e 
involvtMl in the cycle. 


lib. W'e have so far c(»n.sidered the debt frinii tlie |>oiiit of view 
<d the ryot. Tliere is the money-lender’s [»oint of view. The 
inoiiey-lencler is generally regarded in the village as an establish- 
ment and as a human being. He is not universally hated and 
iliere arc only rare cases in wlii<*h lie has l>een murdered on account 
of his exactions. Doubtless the possibility of such an cxHUirreiice 
has u chastening and moderating infliien<‘e on occasions and there 
are undoubtedly cases in which the exactions of the sowcar liave 
liecome intolerable but they are rare. The money-lender is gene- 
rally not viewe<l with parti<*ulav disfavour. All villagers arc far 
too io*<*nstc»nied to lH»rrowiiig to worry greatly about liim. lli^ 
proviiles casli as re(juired afid grain and will sell on rredit. On 
thf* olhei haixl it is uneommon for the ryot to g-o ont of his wav 
to repay u money-lender and the fullest possibjr advantage is taken 
(d the law’s delays, by proerastiiiati(»n in court and by e\a<liiig 
vr circumventing’ tlic court’s efforts on behalf of the decre** holder. 


117. An o:^amination of the <osts of such litigation has been 
made and (he result does not show tliat the ( reditor is favourably 
|)la(‘od. He must spend much to get ami execute a decree. Several 
representations have been made to us of the difficulty accruing to 
the creditin' from the g-rowing praitice of (he ryot going to the 
baukrujvti'V court, (hie Tahsildar lias reuiarkeil to us “ The sense 
of public honesty po.ssessed by tlie ryot is low” and whether or 
not we regard this as a fact, it is evident that if the ryot is to 
obtain creilii for bis notes and to get his debt financed on the best 
term possible he must biiiiself mend his ways. 


118. The steps that are in fact called for to assist the ryot to 
better his position are three-fold, Ilis^ education needs improve- 
ment; l>oth academi*’ and technical, academic to teach him the 
three r’s and enable him to assimilate the twhiiieal, which mitat 
be directed l>oth to the sidentific and business asjiects of agiieul- 
iure. The Agricultural Department is there to deal with the 
scientific side, while the Co-operative must concern itself with the 
business aspect — marketing and finance, and the co-operative 
institutes and societies can help considerably and be developed. 
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119. io provide fv>r better Htiutire under tlie loug*(erMi ItKiitH 
for doalnip with the pnddetii*^ dii^fised iii thin rhapter the 

only praetieahle N<diitioii «io fur evolved i» the land luortffu^e laiuk. 
It k recommended that the^ he eautioudy develo|>e<h More will 
be Haid on the matter in the Chapter on Co-openiticm, 1'he only 
other uonrt'cs of lon^derm haiii> are the (h»veruiiu*nt whirh I’U'^ a 
Itiiiited fiini] avaihdde. 

120. The need lor redueintr tlie law ’> lielays to lih^oition and 
executiuu will als(» he dinrussed eUewheie more liilK . 


(11APTKU V. 

CttKoiT F.\<u,iiiks itruriiuii loit (‘Mn\ \nt»N lv\ejNsi>. 

IVvvMKNT or Ukvi \m» Domi^ih KsiMNonrin. 

121. riie a^rieiilltnul »«Mnimmity tiiay he «livideil lolo two 

elass<‘?^ — tho^t‘ who leiol and those who honow. The xast iitajoti(\ 
are (lie horrower^. i lo'^ve w lot on enhivatm^' tmoi \ ear fu vein 
nsin;^ lh*‘ pKK-eeds of one emp («} maiutaio theiostdves iut<l pnn itle 
for tlte next erop an* exeeedinj^ly few. Many have sta ll Inddin^^^s 
tliat this is possihh^ so loii;^»- as tliiii;fs o^o siuootlilv hot an expi'O- 
sive marriage or a lailiire of cnip is v toioo^di to iips«,f 

smdi smooth workiii;^: ami lew ryots eun avoiil hotli of these pittall^. 
Any ryot with a little to spate lends it (»t hnvs niore land 1 lie 
majority lK)Trow. 

122. The miiount whit ii ivots nnist lioiiovv for eviltivntion 
expenses which include some or all of a iiumhci <*f items vaiiis 
uceordin{; to tht* locality, the nature of tlie eioji, tin* size ot the 
holding, the nuiuhei of [lersuns in the family availahle to woiL 
on the land and other faetois. 

12d. Ill many phn es, j)ai t leuhii ly w here gia/in;^: m x iiii i*, it 
eustomurv for rvots («» huy cattle helot e tlie so\viii;r stason and 
to sell them again whim they ate no Io!ig<*r leijuired. I hcse are 
eonslautly re<*\irring ileins of expenditure. Cattle so |miehuse«l 
are generally poor in (jutiiity not involving a vety lieavy outlay 
but they have to he fed through the cultivation seas^ni when (he\ 
are in w’ork and thev do not eat any les** for heing infeiioi animal** 
The actual cultivation expense is tlie diftVrenee hetweeii the hay- 
ing and the selling price plus the cost of mainiename in the mean- 
time, but the full initial amount has to he fouml. K i** fonml of 
course bv borrowing. Anollier large ImmIv of eiiltivators, on th«* 
W'hfde the more niimemus exee[)t among the very small holders, 
btiy their cattle, keep them for almut four years aeeifrding to n/e 
and condition and then sell again, using them when they eait for 
carting purposes when not required for agriculture. 'I he smullest 
ryote do not but hire their ploiigli terirn from the mote well- 
to-do ryots in their village. This provision for plonghing is (he 
first item of expenditure for the year. In the deltas the »ilt 


L^o^l nuvriw 


fV»i o»w ie|;. 


C)}]} n 
‘‘HJirn'*'*’ 

111 Mitii*;, 
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Other iteui*. 


- brought 4^wn ilio/ivenr|>rovide« laueh of the manure, road aweep- 
ing» auc| green leaven some more and alt but the poorest 

ryots eaii provide a cert^u amount for themselves for most nave a 
, few cattle if it be Only an old dry cow. There is a growing tend- 
lo the artificial manure including oil-cakes, bone-meal, fish 
manure produced in the Presidency and guano and chemical 
m^^ures im{M)rted. In the deltas sunn-hemp and other green 
inai^ure crops are grown after the last rice crop is off the gi*ound, but 
these ”^0 re not cofnmonly grown on the dry lands. Manuring, 
however, provides the second item of expenses. 

J24. Ill wet cultivation tmnsplantation comes next and on dry 
crops weeding and lioeing are to be provided for. This is followed 
in some cu.ses by a further dressing of manure. Finally there is 
the expense of reaping anti gatliering and tlireshing. 

12o. It is generally customary t<» pay the cost of Jiarvestiiig 
in kind from the grain and this is done also in the case of other 
crops sucli as cott<»n, but the whole cash payments have to lie met 
by iMirrowing. The bulk of the ryots are in debt, mostly they 
have hollowed for the last croj) an<i the [iroceeds of that crop do 
not last long. ('onset|uentIy all expenses in a very short time after 
(he harvest are met hy iMU-rowing again and this IwuTowing must 
cover not only purely cultivation expenses hut als<» all domestic 
e.\peiises in the meautiiue. 

12(>. All our enquiries tend to siiow tliat tlie ryot does not 
(Utlitiarily distinguish Indweeii cultivation expenses proper and 
domestic expenditure and there is consequently much confusion 
among various estimates of cultivation expenses particularly in 
those numerous cases in which ryot and his family themselves 
provide the whole of the lal>«>ur used on their small holding. 
The only sound method is to del>ii the cost of labour to cultivation 
as though it were separately employed and paid for and then in 
tlie case of cultivating peasants to <*.onsider that those w’ages have 
been paid to the (uiltivator himself. The cost of cultivation on 
this basis per u<*re of wet delta land works out at Its. dO to Its. 50 
for a single paddy crop, the variation depending chiefly ou the 
manure put in. 

127. Finally there is tlie interest on old debts to be paid 
iogeihor with, if possible, some instalment of the principal where 
the debt is not an economic one — that is, one which yields to the 
debtor more than lie has to pay. 

1^28. For tliese purposes the first requisite is that tJiere 
should be very considerable sum of money available as loans to 
be disbursed at intervals from May to December and to be 
repaid at some little time after tlie harvest when they should he 
repaid in full from the proceetls of the crop when it is sold. Tlie 
most economic time for selling de{>ends ou the ciup. In the case 
of paddy it wotild be about May for although the price may rise 
a little more after that time, the interest on outstanding loans. 
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go^fras, wastage and dryage would prolkahly alvwrH the whot« 
ad^tttttage and at. the best it is a gam^ gto bold on f<fl> further 
ris^ in price long after the harvest ^rSon there is almost in- 
variftlily a h1uui|). The onso of roumx^tvial of wliirh tht* 

price is governed l>y a world market is different. A kiirvesi tiinc 
slump followed hy a re<overv eaiutof l>e relitMl tni. The exfl^Ot 
of the crop Iwally may make little differeiiee to the prive. The 
harvest fluctuation loi^ally depenils in fa«*t largely on a denidfo! 
for liK^al oonHumptioii as well as t»it the need for the rVot t 4 » 
lealiKe speedily to ineet urgent demands. 

129. Cultivation (*osts iucludiiijiX rtuit aiitl dmuestir expend!* 
ture require loans df>led out in comparatively small sums over^ 
eijfht or nine months to he repaid in ftdl when the en»ps are sold, 

IdO. Tu the deltas a rran /cements can l>e mjule methodjeally in 
advaiiee hy the rv<»t for he kiH»ws when water will 1 h> availahle 
for ploufirhin^ and for truiisplantation and so on l»ut on dry lands 
he must seiae his opptirtunity wlien rains make it )»fissihle to «ln 
.so; in all cases, lu»wevcr, lie is apt to want tionicy at short not Ire. 

Idl. The secfind refiuireinent therefore is that the fina?u'c 
re(juired must he availahle at short notice. 

132, The third re(|uir*ement is that it must !»<♦ {olecjuate. The 
cost of cultivation must he s<‘cun‘d on (he crop and, if nei'essary, 
on the land too hut it is small eompared with the vahie of (he 
land, say, about o per rent in the faise of paddv, hut there must 
he finance availahle for th«* i-omplete culti\ation. It is useless 
to lend money to plant a (’top and to refuse a loan, say, to j^ive 
a drefisiug* of ammonium sulphate to hriiijj on a |)addy crf>p or 
to pay cordies to pick cotton. The first loan is only jeopardised 
hy such stint. Further the demand must not l)e so lumli in 
excess of supply that the rate of interest is enhanced to re<lure 
the demand. The fourth condition cdiviuusly is that it imist be 
availahle at a reasonahle rate. The rate depends cm a mimWr 
of factors, principally on the scjcurity offered and the readiness 
with which that sei’iirity can he realit^ed hut it mtisl ftrH<i depend 
on the demand. 

133, The se<niritv offered is the ryot’s pers^^mal se<-urity in the 

first place. The value of this depends on the intimate knowledp^e 
of creditor and is capable of l>einp exapRerated. The villaK** 
sowcar may rely on it and pive loan on no other security for he can 
bring pressure ’ to bear in many different ways on a recalcitrant 
borrower and it is of vaW with local liankers and merchants and 
others who lend for cultivation but in tbe case of the co-operative 
society tbe panebayat appears frequently to be unable to differen- 
tiate V^K^ticallv between those whose personal credit is good or 
indifferent, as persuasion or pressure may induce a panebayat o 
give loan.s which they know to l>e un.sound, ^rsona 

security* the ryot can offer secondly his crop, thirdly, his lan^ 
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ftH^ fourthly, liw jaweU aiul ttiorabie properly. Ordinarily^ 
operateta ou them in tiirii. Bmall loans for cultiYaticm and 
tic expenses are based first an personal credit ; and repayment 
i» made from tlie crop^ failures to discharfre iu full aud admtioiia 
for larger enter[)rise8 such as the purchase of cattle or for dowry 
of a dau|[^hter, or larjre improvements to land are followed by the 
f xecution ot a pro-note and finally by a mortjj^go on the land, 
(’omnionly no ilistinction is drawn between various kinds of 
requirements. Doinestir expenditure is not differentiated from 
cnltivation costs. Ihtnninjif costs and capital expendiittre are 
mixed up. A distinction betw’cen short and lonpf term recjuire- 
mants is not apjireciated. romnumly there is a money-lender in 
the village or in a nei^hlmnrinp villa^ and the rvnt keeps a nm- 
ninf( account with him much to the ryot’s convenience and to the 
money-lender’s |>rofit. 

I*{4. In the cas4* of loans from the lar^»‘er Ijianks and from 
fioveniment . personal credit i^oeH for little as it is not aceuraiely 
known to tlie creditors. These iiiust foil hack on hypothecation 
of croj), niortj^a/re of the lanil ami c<dlateral security by sureties 
and file pledge of jewels, even <‘ookpots. The hypothecation or 
mortgage may, and usually will, for ( ultivation expenses, provide 
ample se<*urity so far as known value is (*oncerned hut facility of 
realizing is a different matter and it is not unheard of for a ry<d 
to hypothecate n crop to one person ajul sell it (piietly to another. 
Anv art ion which would facilitate realization of security for a 
loan would l)e in the interest of all honest borrowers and to create 
a definite cliurge on a crop grown witii the help of a particular 
h>an with a penal clause to ilisi’ourage any action detrimental to 
the cliarge would umhmhtedly strengthen such security while 
extension of the rigl»t id foreclosure of a mortgage with power 
tt> bring snch nnutgage property to sale summarily would fortify 
tile position of the i ieilitor enabling him to receiver more promptly 
and any uctiioi whi<*li woubl help a money-lender to recover more 
expeditiously whether hy these stejis or by speeding up the tedious 
processes of civil litigation woubl tend to reduce the rates of inter- 
est. One is left, h<»wever, with a choice of evils for more summary 
recovery brings with it increased soope for abuse. 

135. To meet tliese requirements there are in existence a number 
of different agemdes, none of them |>erfect. 

136. The village money-lender is in one form or another the 
universal provider. ITe keeps a running account with most of the 
ryol« iu the form of khata, the balance is struck at intervals and 
as the debtor halaiu'e grows in age aud size the Hignature on the 
khata account gives place to the more formal pivy-note and this in 
lime may be replaced by the mortgage deed. 

137. The khata account is one in which pa 3 ^ments made in 
cash or kind are debited, and all receipts are credited but if a 
bigger loan is required it will ordinarilj' be given on a pro»not6* 
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i« commonly made in kind and it ia frequently »o elipu* 

Intadl particularly for loans specifically for growing a crop. It 
ift a ayatem open to very obvious abuses, for the ryot seidoin has 
means of knowing prices accimUely and measuremeiii is made bv 
the creditor. 

138. The rates of interest idiarged by such village moneydenderti Hat*« ol 
are ordinarily ab^jut 12 per cent for a ginnl uuirtgage. but lo to 18 
per cent i« comnumly cliurge<i on pro-notes and other stMuirities, 

It is unusual to go beyond this unless the securrity offered is 
regarded as unusually bad, Hut it is to he borne in mind that 
nominal rates of interest are increased when the interest is taken 
in advance or when the repayiueut is in kind. The rates of inten^st 
are generally somewhat lower in deltas where cmps are fairly 
secure than in the dry districts and particularly in the Deccan 
wliere they are much more precarious. Many ryots are Hnumeil 
by local merchants, the smallest by the merchant in llie village, 
the bigger Vty the men hant in the nearest market town and so up- 
ward till we find large planters hypothecat ing their crops to obtain 
funds to secure fheni. In the case of food crops, loans are advanced 
and repayment taken in kind. In the <‘ase of tlie commeKiul 
(Tops, how^ever, loans were frequently given by bigger inerih^nts 
who deal on a very large scale in suc h produce. I'his was common- 
ly done in the case of jute aiid indigo iit one cHstrif’t by tlie firm.^ 
wanting those products either for manufacture or for [mrcliase 
and export. The [jractice there ajipears, however, to have lM>en 
given up as no buiger necessary there, paitly bectuise indigf) is no 
longer a paying crop and partly because it is no longer neceHsary 
for the ])eople wanting jute to make advances to |>erHua(le the ryots 
to grow it. Tliey will grow it of (lieir own accord after an ade- 
quate market has been established. 

189. It is generally, however, the j)ractice for merchants to AdtAiio#* on 
give advances on the hvpotliecation of <‘rn|)s on the condition that *^^I**' 
the crop be handed over to them to be sold in order to ensure a 
supply of the goods they lecjuire and to bring trade to their shop. 

This is a system that very seriously affects the marketing of the 
produce and as a system of financing agricuilture if is not a satis- 
factory one when the partie.s to the V)argain are not evenly matc hed. 

An ill-educated villager is not likely to c^ome too well out of a 
bargain with a shrewd businessman at the market. 

140. This system as worked between the big firms and well-to- 
do planters on*^the West Coa.st, particularly in the case of coffee, 
works well enough. Interr'^t varies from 6 to 9 per cent and we 
had few complaints in regard to siu*h business; but when one 
to a lower stratum smaller menantile firms struggling 
large profits with the second flight of estates striving with inade- 
quate capital to keep going there were c?oiiiplaints of higher rates 
of interest, of false measurement and fraudulent outturn reports. 

Vol. 1—12 
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141* Bankers do not directly finance agrieuliitre to any gfea^ 
extent. Mostly they finance the merchants who give adTanoe and 
lend to the smaller village dealers but some of them lend direct 
on the pledge of produce, valuables and on mortgage. The banks 
will of course lend to anyone on such security but it is only the 
smaller of the joint stock banks and some of the nidbis that do 
any considerable business with ryots direct. There is of course 
much business on jewels and specie. This is the ryots* stand-by, 
a few jewels are generally kept and these are pledged not merely 
for cultivation expenses but on every occasion when it is necessary 
to raise funds for almost any purpose. Marwaris doing a pawn- 
broking business may lend at a verj’ low rate sometimes charging 
even so little as 6 per cent relying on the sale of the pledges to 
make a large profit. If a considerable number of pledges are un- 
redeemed and there is a 100 per cent profit on such sales it makes 
little difference whether the nominal rate of interest is 6 per cent 
or 12 per cent. It is a safe business, bad debts are rare, and much 
is to be gained by charging a rate of interest which will attract 
customers. 


Bhort-itm 

lotoit. 


142. The advances for agriculture made by money-lenders and 
more particularly by merchants are intimately connected with the 
marketing of produce and this aspect of the matter will be dealt 
with in a later chapter but advances are obtainable by ryots from 
co-operative societies and from the Government without any com- 
mitment in regard to marketing. The Government loans may, 
however, be dismissed as it is only rarely that loans are taken 
from the Government for the purchase of seed. The 13,000 agri- 
cultural credit societies have on the other hand lent out sliort-term 
loans in 1928—29 to the extent of Rs. 137 lakhs to 691,000 members 
by which if only one of a liousehold of five gets the loan the total 
number benefited is 3,4fm,000. These loans are primarily for 
cultivation expenses and similar requirements which are to be re- 
paid in full on realization of the crop. Doubtless they are in part 
misused; when they are given too freely or to irresponsible people 
they, or a portion of them, are wasted ; repayment becomes difficult 
and is therefore neglected and staved off by prevarication and 
evasion as completely and as long as possible. To some extent 
they are used to pay off another pressing creditor but against this 
double evil of wasting the cash received or of using short-term 
loans for long-term purposes a large amount — Rs. 114 lakhs^ — was 
lent out as long-term loans during the year and this included 
money taken and used for short-term purposes and this should 
somewhat mitigate the evil of using short-term loans for long-term 
purposes, but it does not reduce overdues or even if they have taken 
a long-term loan and used it for a short-term purpose, they do not 
much repay it in advance. We take it that apart from an amount, 
which it is quite impossible to ascertain precisely but is probity 
in this Presidency not a large proportion of the whole, unw^l^ 
expended on objects on which the ryot would not have spent ha4 Im 



tio# obtomed ‘easy money* the ehort^term lotus represent the 
amimtit adyanced for cultivation and aiinilar txpenaes by the co- 
oparatiTe todetied. 

143. All such loans are at 9J per cent in the oases of all 
ordinary Tillage credit societies except a few in one or two districts 
which still cling to 10 per cent. Depressed classes scK:ieiieS| how- 
ever, ordinarily lend at 12 per cent, 

144, What the total aniount reijuiieil as loans for agriculture 

for the I^residency is it is possible only to mahe a guess. There are 
525 million acres of ryotwari wet land and if we take il that not 
less than Rs. 30 an acre is reijuired for cultivation expense^» there 
is a sum of lls. 15 75 crores rcnjiiired to be provided for auiteriuls 
and for payment of adages either to liired toadies or to the siaaller 
working ryot himself. Seed grain is usually curried forwaril fiiun 
the last crop but the poorer ryots often cannot afford to d«) this — 
they must live in the [>reseni before they (aovide for the future. 
There are such cases and others in which (he lust crop failed, when 
there is no seed grain to carry forward. In mivU cuse^ there is 
need to borrow. Similarly for all other pui|iK»ses iec]uiie to 

borrow, others more \vell-t<^-do manage without loans huf horn>w- 
ing is the rule and if we take it that Rs. 30 is the unuimum ie<juiie<l 
ior cultivating an acre of paddy with(»ut providing ioi the living 
exjienses for the whole family for the whole year, that some do 
not need to borrow at all uhile others have to bfurow* not only 
lor cnltivatoii c?xpenses hut als4> livug e\|)enses and in many 
erases — for more valuable land — cultivation expensen will run to 
Rs. 50 or more, it dc^es not appear excessive to assume Rs. 30 an 
acre on the whole. For double cr<»p lands it is observed that 
though loans may in part be repeated «luring the year they wull 
generally not need to be in<*r€^ase<i at any out* time for wdth <U4rh 
crop there is at least Home repayment. 

146. Any estimation for dry crops l>ecomes far more difficult. 
Catch crops are sown over consi^lerable areas of land, fr>r example 
over a g(K>d deal of the large urea shown in the accounts as graxing 
ground in North Arcot, when the rains give promise of a gtiod 
season; but for such lands manuring is very sket^ hy and cultivation 
expenses are very small. 

146. Of the organisation so far evolved for financing cultivation 
ia IbiH country, the co-operative credit societies are the most pro- 
tnisiug and projkmals further to develoji them will lie fouii<J in 
Cbaptair XI. 

147. The possibiiities of linking them up more with other banks 
depend on whether they are able in time to develop a reaiixable 
form of paper. It would not be a difficult matter theoretically for 
members getting loans from godown societies on produce pledged 
tbme to accept a four months’ bill drawn on them by the godown 
ebeiety which might discount it with the ccMiperatiTe central bank 
but this U merely another way of getting a loan from the central 
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bank by repladging to the bank the produce pledged iriih it« I'ba 
Central Bank might in the course of time rediscount the billa it 
has if there arose any necessity for that but in regard to Imms by 
credit societies, which give loans to members for four months for 
growing crops it will be a long time before other banks can be 
jiersuaded to discount freely bills so drawn for there is obviously 
the chance that the Iwrrower may not grow the crop, a flood may 
wash it away or drought wither it completely. The piH>-note for 
the loan is good enough backed up by unlimited liability of the 
society and by oxitside supervision but though joint stock banks 
may be willing to grant credit to Central Banks on such security 
that is a different matter from discounting a bill drawn on a ryot 
for a loan, given to be repaid at the harvest four months later 
and tliere does not appear to be any immediate prospect of rapid 
advance in the direction of creating agricultural paper which 
shiuild be readily a<‘ceptcd as security for loans outside the co- 
operative movement 


CIIAPTEB VL 

PERMANENT IMPROVEMENT TO LAND. 

J48. Improveiiienis to land must be taken to include all those* 
agricultural operatiims which are not (tarried out annually. Firstly 
iliere is the levelling of land and erecting of bunds round land to 
be irrigated; this piocess is constantly going on wherever irriga- 
tion facilities are being extended and the steady improvement of 
existing systems and the provision of more under (‘onstructiou or 
contemplation such as the Mettur project, the Tungabhadra pro- 
ject, the Kistua reservoir sclieme and other smaller ones ensure 
a steady demand for such improvements. Tins is a purpose which 
requires material fund and generally involves loans. The amount 
is usually too heavy for payment in one year and land whicli lias 
been so cleared of surface soil to bring it to a dead level, will not 
yield its full crop for at least three years. 

149, In the Ceded districts tliere is periodical deep ploughing 
to be done to remove kiiut grass. This cannot be done aimnally for 
it is far too expensive an operation to be carried out annually ou 
laud which will yield only dry crops and it is commonly done by 
loans, Thei*© is again the clearance of land whiclt has either never 
been cultivated or has been neglected for years. Scrub and prickly- 
pear cannot be cleared as an ordinary cultivation expense and the 
cost can usually only be repaid over a few years, 

160, The provision of irrigation facilities to dry land is another 
common item of expenditure usually entailing a loan and often 
involving a serious gamble on the results. A well may be dug 
but it does not follow that water will be found at a reasonable depth 
or in sufficient quantity to enable the wcedl to irrigate enough land 



the pmject pay. It han Imen isuggetited time after time 
that the Government t^hould do more to in iindiii|^ water 

and that the undeigrouud water i« not exploited us much ah i^. 
deeimbie. The practice is mmi in vopue in the central ilistricts 
particularly in SonUi Ar<‘ot. Here aells are nuinennts utul not 
very deep. They fmjiiently jrive a yield and the CAVst of 

preparing the Hurrounding land for inigatioii is nt>t very gi^at 
111 Goimbah)re, aells run to a very great <lepth and the cost of 
working them is accordingly lugh. In (he (V<led ilistricts, the 
need is greatest and so indeed is the risk of tailing to find water. 
It is therefore not surprising to find ryots unwilling to lH>rn»w largt» 
sums to sink a well, whicli inav 1 h* a success or tHpmllv nuiv l>e 
failure. Dried-up river beds have a flow of water through tfie sand 
but it (‘annot lie indefinitely exploited for it is obviously strictly 
limited in quantity. There are already many “spring channels*" 
and marginal wells and it is doubtful whether mucli more can l>e 
got from them. There ait* not lacking persons to advtHate imm^ 
wells and pumj)s Ingher up these streams where llie water-supply 
has not been tup[)ed but it seems (divioiis that if the water is tupped 
higher up it will not reatli the works alieady installed with 
established ea>semeii ts lower down. 

ir>l. We are diit»clly coikciihuI. iiowevei. les?, wjth the piac tica- 
bility of finding imjie water tlian with the qne.stion td iinding^ tlic 

funds for what **\ jdoitat ion is praiticalde. Small wadis and im- 

jiroveiuents to iiidi\ idual < uses mu.Hi lie cai iitMl out by the itiilividuttl 
owner. The unmev-lendei will give loans to well-to-do i yots 
eithei in lump sum or in driblets either on u kluitu account 

or jiro-note or mortgage according to the credit available 

and to the amount »d loan ret|uiieib but we wish to eiiqdia- 
eii&e tlie fact (hat in s\u h transactions it is not usual to 
distinguish between long and sliorl term re<|uireiin»rits. We may» 
however, olmeive that it is (ht* village money-lender anti not the 
hanker jiroper that finds funds for such Jong-term loans. Other 
agent ies are also available anti the < hit funtl t an puivitb* a few 
loans for sucli puiptcses but (he\ liave been largely tieveltqted only 
in a few' districts and are too (uimbroii.s for Hnuticing iigt icultural 
long-term loams on a big wale. A ryt»t cannot be ijuite sure of 
getting tt lump sum from a (hit fund just wlien he wants it, so it 
in usually only the pnmioter that gta*f 4 info u chit )>ecHiiae ho 
definitely wants a sum of money iiiiiiiediafely for a sptwdfit* tibjeef. 
Finally there are the family jeweU which are iilways gtMKl iwn urity 
for a Wu for an indefinite [»eriod. 

152 . The rtidhis find almi long-term lf#an(!i l 4 > a linuied 
extant. They lend coiij^idai ible sumo on iiioHgaga and in the 
CoimWtore diMrict a few are lendiug in the viUi^ge«f. 

163 . The Government provide* fund* on takavi loam# for 
aneli improvemetita repayable over periodic of year^ up U> but rarely 
exceeding 15 yearn. 
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154* Co^opemkive »oeieii«« again are able to provide con« 
siderable i$umH for ihi» purpoee for a great deal caa be 
done aith &-year loana. Agricultural co-operative eocieiiea 
during 192ft-29 lent out Be. 114 lakhs for suck purposes mostly at 
9| per cent. It is impossible to estimate any amount required for 
suck purposes throughout the Presidency but it is clear that the 
co-operative organisation is capable of very great expansion so long 
as that expansion is gradual and that a much larger amount can 
ultimately be provided for loans up to five years with the condition 
that repayments are jirompt and there is an equal development of 
short-term loans for the safety of the financial arrangements^ For 
loans which though sound cannot be repaid in such a period, we 
must look elsewhere for accommodation. No ordinary commercial 
bank trading on deposits can look at such a business and it is evident 
that if long-term loans are to be found, long-term deposits must 
also be found. The Government takavi loans run to lls. 24 lakhs 
and odd and possibly this might l>e somewhat increased but even 
this amount is <juite inadequate and we must look for some credit 
basis on which to obtain money on long-term debentures or share 
capital. For this purpose it is necessary to establish some form 
of bank to float debentures based on land mortgage to raise money 
which may be passed on to the lyots. 

, 155. There have been established u number of local laud 

mortgage banks. There are 20 of these now hut only eight 
liuve issued any debentures. They have lent chiefly for 1G| 
years at 9 per cent. The reason for the term of years is 
that by making equated payments annually at 12 per cent of the 
total borrowed at a rate of interest of 9 per (*ent, 12 per cent being 
the ordinary mortgage rate for the ryots who borrow from such 
land mortgage banks, the debt is extinguished in 16^ years. The 
ryots at one bank were in fact told, we understand, that if they 
l>orrowed from the co-operative land mortgage bank at the same 
rate of interest as they were then paying, they would be let off the 
principal amount if they paid the instalments faithfully for 16 
years. The debentures were sold to the public at 7 per cent and 
the Ooveriimeut took up debentures at per cent to an equal 
amount up to a total in each case of Rs. 50,000. Tha banks started 
with a share capital and lend only to share-holders. The member 
presents his loan application and after investigation of the value 
of the land, the member’s title to it, his right to alienate it and 
the necessity for the loan, the loan is granted and on the mortgage 
of the land so obtained, debentures are sold to the public. The siee 
of the bank was decided by considering what area would be neces- 
sary; to provide enough business to enable the bank to pave its way 
satisfactorily* The minimum area for this purpose was necessary 
as it was essential that all lands involved should be accessible for 
the investigator of the bank to make his enquiries and for the 
honorai^ directors to be able to go readily and check the reports 
received- On Ais basis the * 6-imle radius ' was arrived at as a 
working rule to stert on and the first banks were all started on this 
basis. 
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166 * The position of land mortga|^ banka in March laal was 
aoooraingly as follows: — 

Statement regarding share capital and deWntnre laiiue^ etc,, 
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I. BaTAiil ,, 

3. Pftrundurai . . 

3. KauibaliAnpsUi 

4. Poelamedu 
a. Tanioro 

a* KohtOUai 

7. Kallakuriohi 

8. Ratiomanimrgtidi 

9. Con^veiam 

10. Mftaattkntakam 

11. Kilaoheri 

12. Chinglepot •, 

13. Ambar 
li. Chengam 

16. Sholingbur 

16. TiroTannaDia}iii 

17. Alamuru 

18. Fithapor^m . . 

19. Oudlaralleru .. 

20. Vadlanianiiad u 
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157. These biuiks were originally started as an exueriinent 80O]>« for * 
t«» ascertain wliat measure of success could be secured by this 
method. It c“oul<l not be expected to devel<»p indeftnitely, 
but it has been demonstrated that, given local gcaal manage- 
ment by persons who can c^ominand some IcM’al confidence, 
there is a (considerable response for the demand for inveHtinent in 
debentures. Without the accession of trust fund^. malerial 8uni8 
have l>een obtained and lent out in amounts not exceeding Its. 2.0t)0 
in each caae. When we consider that K«. 20 crore8 are len* on 
mortgages whicdi are registered ever%" year, the scope for expaueior 
is patent and that three small land ncortgage banks have already 
raised deWntures to the extent of Ra. 4! lakhs, the system has some 
promise. Repayments have l>een on tne whole fairly •atisfactory 
inti the fact that there have been defaults on account of failure of 
Crops and that on land under a tank supplied by a spring c hannel 
that rarely fails, the need for caution in expanding so promisifig 
a system is equally patent. The debenture-liolder is indifferent to 
crop failures. ITe must be paid on the due date and to enstife this 
either there must be no failure of crop or sinne other institution 
muiit bear the burden of such temporaiy lapses. Such lianks must 
in fact for the present, when Iransactions are cm a small i<ml« and 
when defaults from crop failure or other causes will seriously aftect 
ptmqpects and profits, w confined to the most fertile ar^s where 
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ddbto BTe h«aTieAl, wliare crops ara moat securs aad wlmra load is 
most readily saleable. The dry tracts which embody the aegatioiMi 
of these requiratnents must wait, Ereii where these land mortgage 
banks are carted the borrowers must be able to get short loans in 
the event of failure to pay the instalment due to the land mtu*tgage 
bank and tide them over to the next crop, but the land mortgage 
bank cannot be kept waiting. 

158. The experiment has demonstrated another fact. In three 
bunks out of the first five in spite of the most glowing assurances 
made when the bank was started and of enthusiastic promises, they 
have not Kuc<*e©ded in persuading any one to buy a debenture. 
Some of these banks were started in very promising centres, but 
evidently the management did not inspire confidence locally. 

169, Some of these banks, in fact, got on; more failed to sell 
debentures and it l>ecame evident that while some were a success 
the exv^^ieuee ot a number o£ mAepeuAeni banka involved the 
floatation of a large number of different debentures none ot wbicb 
would ever become readily marketable and if they were to be a 
success it was necessatT to centralize the debenture issue os a 
floating charge on all mortgages obtained by the primary land 
mortgage banks and transferred by them to the t^ntrol Land 
Mortgage Bank. The fund so raised will be lent to the local land 
mortgage banks which will lend it to the members and the mort- 
gages so received w’ill he transferred to tlie fVntral Land Mortgage 
Bank as security for the del>enliire-holders on whose behalf the 
Begistrar of Co-operative Societies is the trustee. Such a Central 
Land Mortgage Bank was started in December last and has been 
busy preparing to start work. It has admitted members and 
collected Its, 54,200 of share capital up to ^Ist March 1930. 

Sufgwtiorii 1(50 It necessary that this organization for long term 

forex|»in*ion mortgage basis should be entirely independent 

of and as far as practicable not in competition for funds 
witli the Co-operative Central Bank and rural soedeiieB organi- 
zation for short term finance. The Government ai^ giving 
certain facilities to the Central Land Mortgage Bank, “^pjft^ bave 
guaranteed the interest up to 6 per cent on all debMl5K||j||^^^, 
Rb. 50 lakhs issued during the first five years for tte ftiH terra 
of the issue. Tliey have lent the services of two depttty 
to inspect local land mortgage banks and ten sub-deputy i^j^stravt 
to conduct all enquiries on behalf of the local laud mortgage baulca 
and they have given an advance to provide for preliminary working 
expenses of the bank. 

"^161. Such banks can materially helj^to reduce the burden of 
a section of the rural debt, that is, that section of it on which the 
ryots can pay 12 per cent for sixteen years or 11| per cent for 
twenty years, but after the first twenty years, the reduction in 
the annual instalment is trifling for each year added to the period 
of repayment. There is a further section of debt which cannot 
repaid on the terms which h land iportgage bank can offer, butfi 
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ih% Wiartgc^g^ r«^st6red aanuallj by tHe IUgiilr«^oii Deparime&i 
aiiMMmt to ttopiity crores, there ia ao reaton to doubt thiit there ie 
wy great scope for the Central Land Mortgage Bank to play a 
very useful role in promoting the agricultural prosperity of the 
country. 


1®. As has been observed, it must work in con junction with 
the local credit societies which are intended to give short-term 
loans, hut to allow for had years. If there is a failure of crop, 
" however, it is the unlimited liability credit society and not the 
land mortgage bank that must give the extension of lime for 
repayment oi loans, for the latter must rm'eive its instalments 
annxially with the utmost regularity. 


163. We consider that this bank should not ordinarily receive 
short-term deposits hut that the debentures should he purchasable 
as trust securities and we recommend that this should he provided 
by an amendnienf of the lefri^lf^Uire, 


164, One of the most favourable features of the cH*-o|>eraf j ve 
credit societies is geuerully the lark of S'ommission * and parti- 
cularly in the north of the Presidency, no such luamul has U^eu 
established. The assertion is fs'casionally levelled at the Revenue 
Department that takavi loan.^ (an only l>e obtained by the pay- 
ment of ‘ comniiHsion . * It is true that so long as this rouinussion 
does not exceed, as we are told it rarely does eX(MMMb hve per cent 
of the loans siiiictioned there is no great outi'rv, in fa< t. there is no 
compluini at all. but \^oih co-operative orgHinsatif>n and Re’venue 
Department are castigated by many witnesses for the delay in 
obtaining a loan, and though a couple of months will generally 
see a cxi-operative loan tlirough. there is no guarantee of orders 
within that period when a[#plicati<*n goes to (he tahsibbir, and 
the main defect <^nnplttined <»{ in the iiiachinery by which a rv<*t 
obtains a takavi loan is the sb^wness writli wbi< h it rev<dves. 

Delay ia, jsm doubt, unavoidable, but it does not appear tt» us that 
it reduced. 

government grant loans for various purposes tinder T^kan-i 
veiiieni Ijoans Act and the Agriculturisis’ Titans 
and the rules under the Act specify the following 


tbe 

^ /. (1) Oovemmeiii grant loans of money to landholders and 

eoltiTaton iocludinf? inaiiulart. anti owupancy ryota in wmin- 
' 4«ri«, for iniprovrment which maana any work which add* 

to the letting ^ nr «( land and include* th# following, viz.: — 

(ft) the conatruction of well*, tanks and other works for 
atoraga, »«ppjy o*" distribution of water for tbe purpose* of a|rH. 
f,||lltare or for tbe use of men and cattle employed in a^^cultnre; 
(U the preparation of land for irrigation ; 



(h) the preparation 
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(<;) the 4 ^aii»ag 0 reclumation from rivers or other waters, 
or protection from floods or from erosion or other damage by water, 
of land used for agricultural purposes or waste land which is cnh 
turable, 

(d) the reclamation, clearance, enclosure or permanent 
improvement of land for agricultural purposes; 

(e) the renewal or re-construction of any of the foregoing 
works, or alterations therein or additions thereto; and 

(/) such other works as the Ix)cal Govemment may from 
time to time by notification in the local official Gazette declare to 
he improvements for the purposes of this Act. 

(2) Persons requiring loans may apply to any revenue officer 
not below the rank of a Revenue Inspector. No loan wll be 
granted without a local enquiry. When the amount applied for 
exceeds Rs. 500, the local enquiry is held by an officer not lower 
in rank than a Ileputy Tahsildar. 

(3) Loans will not be granted in smaller amounts than 
Rs. 50. 

(4) The rate of interest on loans granted under this Act is 
6} per cent per annum. 

(5) Loans are ordinarily repayable by e<{ual annual instal- 
ments discharging both principal and interest. The peaji^d within 
which a loan shall be repaid is fixed according to the amount of 
the loan, but the maximum period shall not ordinarily exceed 20 
years. Tn the case, however, of loans granted for the construction 
or repair of wells, the maximum period allowed for repayment Is 
30 years. 

II, (1) Owners and occupiers of arable land can obtain on 
application loans not exceeding the amount specified below in each 
case for the following objects: — 

(a) For the purchase of seed-grain, cattle and stallions 
required for breeding or other agricultural purposes or the 
re-building of houses destroyed by fire or floods — maximum amount 
Rs. 1,000. 

(h) For other agricultural objects, such as purchase of 
fodder for domestic and agricultural cattle, ere<'.tion of sugarcane 
mills, indigo-vats and sxich like appliances for dealing with raw 
agricultural produce ; erection of double mbotes or other eoulrivances 
for raising water; the acquisition of land for house-sites and the 
building of house thereon in villages declared by the Cbll<^tor to 
be congested and the building of houses by cuRijp^ 
newly made available for occupation and 
amount Be. 2,000* 

(c) For the relief of distress when the existence of such 
distress nas been recognized by the Local Government to enaUe 
owners and occupiers of land and their dependents to subsist until 
the ripening of the next harvest — maximum amount Bs. 200* 
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(3) Applicatioxis for loana xxiad6 mi la tiie ttm of loand 

uii^r the land Improvement iMkxa Act to any revenue officer not 
beloVr the rank of a Revenue Inspector. No loan will be granted 
without an enquiry. When the amount of the loan exceeds Rs* 600, 
the ciiquirv is invariably made by an officer not lower in rank than 
a Ileputy Tahsiidar. The yearly rate of interest will l>e 6]^ per 
cent; but in the ca.se of loan^i for the relief of distress interest is 
charged only at 3 per cent per annum. 

(3) The period of time allowed for the repayment of the Period of 
loan under this Act is as follows: — 

(1) For the purchase of seed — ordinarily I year. 

(2) For the purchase of seed which cannot yield a leiurn 
in a shorter period — 6 years. 

(3) For the relief of distre.ss — 3 years. 

(4) ]For any other purpose — 10 j^ears, 

II L Rules uiuler section 10 of the Laud Imiuovemeut Bpeoial Ioann. 
Loans Act and .section 4 of the Agriculturists' lAiuns Act provide 
tliut owners and oc<ut[)iers of arable land can, on application, 
obtain loans from the Director of Industries for the erecting of 
pumping iustalbAiions and from tlie Director of Agriculture to 
purchase ugriculiural inacliiuery to improve their laud in con- 
nexion wdth the installatioiiH of such machinery. 

The Directois can samdion loans only to the extent of 
Its. 10,000 in ea(‘h case; beyond this (he saneiion of Government 
is required. 

The entire loan money is not actually paid to the borrower. 

He merely executes an agreement uuthoriKiug the Director to 
proceed with the purchase and erection of llie plant and agreeing 
to treat as a loan actually paid to hirii the amount spent by tlie 
Director on the purchase and erection. The Director then purchases 
and erects the plant and hands over to the applicant any balance 
that may remain aftor paying the cost of purchase and erection 
and of the departmental charges for inspection, estiiuatiiig, pur- 
chasing and erecting the plant. 

The rate of interest charged on these loans is 0^ per cent 
per annum. 

Loans are repayable by fixed annual instalments in discharge 
of bolii principal and interest. The amounts of the instaL 
xnenitt ai| the Director but the period fixed shall not 

exceed tbexi||i0feta shown below: — 

(i) When the loan is secured on landed property — 20 years. 

(ii) When the loan is secured on machinery or plant — 6 

years. 

{iii) When the loan is secured on personal security — 2 

years. 
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Wbw tb« loAn i» aaountd pMtl; oa one |om of Mtourity ami 
partly on another, then the nutKimow period of repayment ahaU 
be 80 fiiced that the portion of ibe loane eocured by item (ii) or 
(iii) above is repaid, with interest in five or two yean reepeciiTely. 


Beoority. 


Lftnd 

Lo&nfl Aot, 
1893 . 


Agriooltumts 
Jyun» Aot, 

mi. 


^ IV. No loan i« granted unless the security offered is at least 
equal to the amount of the loan applied for. The nature of the 
security is as follows: — 

(A) The land to he improved which must ordinarily 
include the site of the work to be constructed unless it is land 
classed as poramboke. 

If the value of the applicant’s interest in the land to be 
improved is not equal to the amount of the loan applied for, colla- 
teral security is required. 

(B) The applicant’s saleable interest in lands held by 
hiia; provided that, if the value of such interest is not equal to 
the amount of the loan applied for, collateral security sliall be 
re<|uired. 

(6’) When a loan permissible under the Laud Improvement 
Loans Act is applied for by the members of a village community 
or by a group of cultivators on their joint personal security, the 
Collector may, at his discretion, advance on such seciirity an amount 
not exceeding five times the annual assessment of the lands regis- 
tered in the names of the applicants. 

Loans under the Agriculturists’ Loans Act repayable 
within two years and not exceeding Rs. lOt) in amount may also be 
granted on the personal security of the applicant and one or more 
other persons, provided that the annual assessment or in the case 
of ryots in estates as defined in the Madras Estates Land Act, the 
annual rent of the laud belonging to the applicant or of the land 
belonging to him and to Ins co-sureties is not less thau oue-fifth 
of the amount of the loan applied for. 


Amoont* V. The amount of loans disbursed by the Director of Agri- 

diiboTMd. oulture is insignificant. It was Rs. 7,300 in 1918-19 and Rs. 860 
in 1926-27. The Director of Industries disbursed Rs. 4*28 lakhs 
during the last six years. The amount disbursed by the Revenue 
Department under the two Acts during the ten years ending 30th 
June 1928 is shown in the following two statements. 
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Statement showing the advances made under the Agricnlturiats' Loans Act dnj^ faslis 1328 — 37 

(1918-19 to 1927-28). 
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, The reaeons for the large iacrease of grants in 1924--25 is 
be fonnd in the very widespread floods during 1924* 

166. The amount of loans granted in this waj* is, it is observed, 
small and there is no urgent request for more. These are not 
applied for light-heartedly* for the ryots generally know that if 
they take these loans they have got to repay them, so long as they 
get reasonably good crops. 

167. The rules provide that if there is occasion for large grants 
of such loan, additional staff is automatically employed by the 
Collector both for inspei'tion of the land and for the office work 
entailed, and in this way loans are very quickly sanctioned. 

168. The question whether these loans should pass througli the 
co-operative organization has l>een raised and discussed more than 

once. The question in fact is as (dd as the co-operative movement mttUai. 
in India for the first suggestion that the Government should 
utilize the societies for advances of Government loans was made 
when the C^-operative iSocieties Bill was under consideration in 
1903. The Government of India were then opposed to the sclieme 
on the ground that the system of distribution and recovery of 
Government money tlirough societies would be absolutely destruc- 
tive of that thrift and combination for mutual assistance which 
co-operative societies were formed to encourage, but they thouglrt 
that if co-operative societies became firmly established they might 
constitute a valuable agency for distributing such funds. The 
Registrars^ Conference of 1909, J9I2, 1913 and 1918 passed reso- 
lutions favouring the i.ssue of taknvi loans thiougli co-operative 
societies but the Government of India did not accept this view but 
adhered to their opinion that State-aid to co-operative societies 
would prove destructive to self-help. 

169. The Maclagan Committee went into the matter and recom- 
mended the distribution of such takavi loans through co-operative 
societies under certain conditions restricting it inter alia to times 
of severe scarcity and the Government of India accepted this view. 

The terms thus imposed were found too rigid and the mailer was 
further dis(!ussed with the Registrar and the Board of Revenue 
and after a good deal of discussion was finally dropped. 

170. It now is to be discussed in two respects firstly in regard 
to the possibility of giving takavi loans through the ordinary 
co-operaHve organization and secondly through the land mortgage 
banks. 

171. The advantages of the takavi loans are in their low rates 
and long term. If thes* loans are passed through the central 
banks so that the rj^ots who are members get them at the same 
rate as other co-operative loans, the only advantage is the long 
.term. If the society gets the loan direct from the Revenue Depart- 
ment, anomaly arises that members get loans at a different 
rate and this can only be justified on the assumption that th^ 
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takavi loans are for terms beyond the period for which the co- 
operative banks can supply funds. On the other hand, if the 
co-i>perative societies charge ordinary rates for the takavi loans, 
then obviously it does not pay to be a member of a co-<merative 
society; it is cheaper to get the loans direct from the Revenue 
Department. 

173. With regard to the land mortgage banks, they can get 
money in the market direct as cheaply as they can through takavi 
loans and if the Qovernment is going to lend money to land mort- 
gage banks, they can buy del>enture. There is no need to bring 
in the Takavi Manual with its complications. Its provision that 
takavi loans rank with land revenue as a first charge on the lands 
is in favour of the Government and cannot be utilised by a land 
mortgage bank as it cannot be said, if takavi loans are given to 
land mortgage banks to supplement their resources, that any parti- 
cular loan by a land mortgage bank is a takavi loan involving a 
right to sell the land free of encumbrances. 

173. If land mortgage banks are to be a success, they must 
rely on a large debenture issue and should not rely even at the 
beginning on special funds available only to a very limited extent. 

174. The purposes of a land mortgage bank are mainly to 
provide long-term loans to liquidate prior indebtedne.s8. Loans 
cannot be given for tins purpose under the Land Improvement 
Lroans or Agriculturists’ Loans Act and there is little doubt that 
this purpose will absorb the large projiortion of land mortgage 
banks’ funds. Ivong-terra loans for purchase of land also is not 
covered by the Land Improvement and Agriculturists’ Loans Acts. 
Agriculturists’ lioans Act loans ai*e within the scope mainly of the 
existing credit societies and relief of distress when it comes within 
the scope of co-operative finance and must be dealt with by middle- 
term loanvS by tlie existing agency. 

175. All that remaiiKs is loans for land improvements which 
can be got fix)m land mortgage banks or from the Government direct 
more cheaply. The Government have the agency for distributing 
such funds and it must add to the price at which tlie ryots get the 
money if it has to be passed through the co-operative land mortgage 
banking agency. In point of fact, takavi loans have been distri- 
buted through the co-operative organization in one set of sooirties. 
In 1924 severe floods in the Cauvery resiilted in that river breaking 
ite bunds and spilling much sand on the adjacent paddy lands. 
Co-operative societies w'ere formed for the purpose of obtaining 
trolly lines, tubs, etc., and removing this sand. These societies 
were financed solely by their share capital and takavi loans. Some 
hundreds of acres of land were cleared of silt and sand up to 6 feet 
deep, and these societies are still working. Takavi loan can he 
very usefully used in times of stress for special long-term finance 
of co-operative societies. In ordinary times we do not consider 
it necessary to pass takavi loans through co-operative societies. 
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OHAPTEB VII. 

il-lHKKXrNU. 

1T6. There are in thin Pretiideucy a diversity of metiioda by 
which the numerous crops are marketed^ and these variations occur 
not only between the different crops but also between the different 
localities in which each cn^p is jBfrown, 

177. First we shall consider the paddy crop which is ^iH>wn Marketing of 
< hrouffhout the Pi*esideucv. In the tank-fed lands geuerally, in P^*^*®/* 

the rain- fed lands of the West Coast and in the Agency and in the 
achukattu cultivation by surface drainage and rain and in the 
irrigated tracts under various projects, there is a single wet crop. 

In the Godavari and Cauveri deltas and to a somewhat less extent 
in the Kistiia deltas and in the systems which take their rise in 
the Travaii(H>re hills, two (*rops are grown, one being sown after 
the other is harvested, though in Tanjore it is common to sow a 
long and short crop together, ilie short crop being harvested after 
tliree months and tlie samba crop at the end of about six months. 

From this and the facts that in double crop lands it is sometimes 
the short crop, sometimes tlie longer crop that is harvested first 
and that sometimes a sec ond crop is grown on certain lands or not 
a(*cording to the state of water-supply assisted in some cases by 
siibsidiary irrigation by wells, and that in a few areas specialLy 
favoured there is a third grown, it is apparent that there is paddy 
being harvested of one kind or another over a very considerable 
period, in fact from early September to March. Again there 
many qualities of [laddy ; Xellore samba paddy always (’ommands ti 
slightly higher price than most otlier kinds, while short-term paddy 
generally fetches only a lower jirice. These facts are to be borne 
ill mind as always qualifying the wider generalizations that are 
nevertheless possible. The main paddy liarvest is in December 
and January and into February and there is generally a slump in 
the market at that time. Also it is at that time that in such areas 
Ihe Government kists and the landlords’ rents fall due. This is 
naturally the ( ase as (lie produce is tlie security foi the rent or kisl 
which is the first c liurge on the land, and the creditor mxist be in 
the [losition to demand payment before tlie crop is gathered in and 
dis|>used of to another buyer. 

178. The crop has in a vast numl>er of cases been grown on 
advances taken from a (o-operative society, from the local money- 
lender, from the small merchant or a fellow ryot and in many such 
cases other loans have been taken for domestic expenditure. These 
advances are a pro}>er charge on the crop and should he repaid 
from it. If they are not liquidated in full from the proceeds of 
the crop, more must be borrowed again for the next crop end the 
debt increases. Similarly, there are the 50 or 60 to 70 per cent 
of the ryots who have substantial debts for which the creditor 
requires some repayment at harvest. 

Vol L— 14 
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179. So far as the small ryots with two or three acres of land 
are concerned, the problem of marketing is a negligible one. He 
has very little to sell. He will sell a few rupees, worth of paddy 
to pay his kist. Any debt repayment is probably made in kind and 
for the rest he keeps it as the food supply of liiuiself and his family. 
Any that he sells he must under present arrangements sell to the 
local petty merchant, but he will do better if he can sell through 
a co-operative agency. 

180. In the Kistna della it is common for the ryots themselves 
to take their paddy by cart to llie market town, e.g., to Kllore, ami 
to sell it to the merchant there and this applies to a number who can 
take their produce in cart-loads, and it assumes that there has been 
no hypothecation of the crop and no advance sale. In such cases 
the produce is paid for either in cosh on the spot, or, where the 
parties are well known to one another, one week’s credit is common. 
This merchant either stores it for sale later or hypothecates it to 
a banker in pledge for a loan or sells it again to a larger merchant 
on the spot or at the bigger market centre. Another variation of 
this arises from the sale Vicing not direct Imt through a commission 
agent. Tlie ryot is then in the hands of this agent as regards the 
price he gets and we understand that it is not uncommon for the 
commission agent to make lioth a commission on Vioth sides and a 
profit on the sale. 

181. Such methods can Vie improved upon but in these cases tVjc 
ryot is at least free to sell or not as Vie sees fit. The ryot who Vias 
taken advances is in a much worse position. It is a common 
practice to take a loan on condition of repayment at tVie harvest. 
TViis, in this simplest form. <‘ompels the ryot to sell at once though 
the market may be glutted and the prices offered preposterously low 
l)ut it is common when the loan is taken from the village money- 
lender who is also the sViopkeeper and general merchant or from 
the bigger merchant to stipulaie that the crop shall V>e sold at a 
rate sometimea pre-arranged but more frequently agreed on as the 
market rate at the time or in many cases at a fixed amount, alKnii 
5 per rent, depending for its precise terms on the local measure 
employed for such sales, less than the prevailing market rate. In 
other cases a stipulation is made tliat repayment is to be made in 
kind at a pre-arranged rate. Where advances have been made in 
kind, it is common to stipulate for repayment at the harvest, 
usually in a few months after the loan with interest at 25 per cent 
to 50 per cent. As soon as payments are made in kind, all interest 
rates appear to be raised inordinately and automatically and the 
viljajar^r does not appear to realize that 50 per cent for a 4 months 
loan, i.e., 160 per cent per annum, is equally extortionate, whether 
it is carried out in measures of paddy or in rupees. 

182, There is no doubt that the ryot who repays a loan in paddy 
at the threshing floor measured by the creditor and charged up at 
threshing floor prices with charges for measuring, a little for 
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charity and a little for the deity, gete very little for the trouble he 
has taken to cultivate liis laud and has no iuducemeut to put more 
into his land or to endeavour to gi*ow a bigger ci'op. There is thus 
great diversity in the case of paddy becaxise part of the crop is 
exjmted while a great deal is consumed locally. Consequently 
the local grocer wants to buy locally for his year’s supply and as 
many as can afford to do m take advantage of the harvest slxuup 
to buy their requirements for the next year. 

183. These marketing methods apply equally to other food 
grains. The tenant who has a little for the sale and the farm 
lalwuirer who is paid in kind must sell either to the local shopkeeper 
or to the travelling agent buying on his own behalf or for a mer- 
chant who has sent him and his cart on tour to buy up small 
quantities at low rates. In this way is a considerable amount of 
produce (e.g., cotton) picked up cl»ea|dy b\it also it applies to 
larger quantities in out of the way villages. The big exj)orting 
firms do not, however, commonly buy direct from tl»e growers, 
while the fact that there are side by side a diffuse market lor local 
consumption and a constant buying of a portion of the crop fur 
export and its despatch tlirougli several different (hannels mili- 
tates against those forms of co-oj»erative orgaiiissaiions which have 
been so successful in putting the prodme of a locality profitably 
on to a distant market. The conditions in wliicli the wdieat potds 
operate in Canada are to some extent comparable with those in 
w hich cotton, tea, coffee, copra, groundnut, pepper, ginger arc grown 
in this Ibesidencv. Local consumption is negligible and the bulk 
of the crop is concentrated and exported to a distant inarkel, Init the 

paddy croj) is a different matter; food grains are consumed locally * 

and only a portion is concentrated for despatch to a distant market. 

A great deal is sold through local shandies and baaiuars l)y local 
mertdiants who buy from the ryots and then 8to( k for retail sale. 

The only organization wdiich might improve on this would be a 
godown to which the ryot could take his produce to pledge for his 
immediate cash requirements and t4» sell at his leisure. This may 
level up prices but of course the services performed in collecting 
j)roduce and selling it to the consumer liave got to be paid for 
whether it is done by a co-operative society or by a small merchant, 
and onc^ the system of hypothecation has been eliminated and the 
marketing so financed that the ryot is freed from the obligation of 
selling to a particular person on that person’s terms, there is much 
to be said for the merchant who is expert in such transactions, has 
the capital and credit whereby to augment it, and will in his own 
interests avoid any waste of time or labour that may enhance 
prices* 

184. We have not so far referred to the large number of licensed Weeklv 
markets and shandies in the Presidency where much produce is sold 
retail to consumers. There are districts where there are very few 
weekly markets and we recommend that as they are useful places 
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tor the email ryot to bring small quantities of produce of all kinds 
tor sale, steps should be taken to organire markets at suitable places 
on different days of the week. 

185. If we turn now to the large commercial crops, we have 
already referred to one factor namely, the small extent of local 
consumption. We shall consider groundnut first and we must 
remark that though the bulk is exported, there are localities where 
much is consumed, for example round Madura. Oil is extracted 
for local consumption and the oil-cake is either used locally or sent 
to Ceylon for use m manure. Another factor also comes in in the 
case of groundnut, namely the large exporting firms, mainly 
Jfiuropean. These have their local xigencies all over the country at 
all the principal groundnut centres in the harvest seasons. Tbej^ 
buy for cash iocuily and do not ordinarily give advances for grow- 
ing the groundnut. There are no large markets and no organized 
markets at all. The ryots bring tlieir produce to the markets and 
sell alter de(‘orticutioii by mill or hand ot not at all, at the rate 
offered by the larger firms. These prices depend on the foreign 
market price and on the demand, but as the bulk ot the business 
in groundnut is iu very tew bauds aiul as the cx[)oi(iug tirjus huAe 
no idea whether the price is likely to go up or down or whether the 
demand will increase or decrease at any time, it is pure speculation 
OH the part of the ryot to hold up crops for a better pri<*e. The 
l)uying firms may be buying xigaiust tirni offers or even forward 
contra(d:s but though they have the advantage over the ryots in 
their knowledge of European marketing conditions and of tlie price 
ruling at the moment, they have very little to go on in estimating 
the future trend of prices. It is thus entiiely speculative for a 
grower to hold up liis produce for a better market for any long 
period, but the exporting firms naturally try to buy up as much as 
they can at the harvest when the quantity coming on to the market 
at one time is bound to depress local markets, and if the ryot could 
stock liis produce, he might tide over that depression but his 
difficulty is that he cannot say wdiether a depression is local or 
general. He knows only the local market and here an organization 
which can follow and publish prices can help him, for it can 
advertise prices at the distant markets, corresponding prices in local 
markets and actual rates quoted in those markets. Naturally he 
cannot get the Marseilles or Bombay price but he can get a fair 
local equivalent considering distances and transport facilities. 

180. There is no particular difficulty in the dry taluks in getting 
to the nearest town, though it would be an exaggeration to say 
that such communications are good. They are not but as a country 
cart can go anwhere across country then, there is only the tedium 
o£ the journey but having done the journey the ryot wants cash for 
his produce. The produce is thus concentrated first in a number 

local markets before it is again concentrated at the port of 
mport. The further concentration is largely done by the export- 
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ing tirmri aucl where it is tieeessary to ilehiv exj)oit or to obtain 
lurthei* fluids to buy more, it is t‘oiiiuion to put it in i^kIowiis uud 
jjet a loan on it from the Imperial or other bank or to iHirrow on 
sltippiug doeuments. Export is from a number (»f jM»rts praeli- 
eally all doinp some but the main feature of this business is tlie 
uncertainly of the market and the j^reat Huet nut ions in the demand. 

J87. Again in the cotton business there are three fairly distinct Cotton, 
marketing methods employed. There are three principal markets 
in the Ceded districts, at Adoiii and liellary in llellary district 
and at Nandyal in Knrnool district. In Coimbatore tlie main 
market is 'at Tiruppur, while in the Tiunevelly area where the chief 
crop is Karunganui tlieri* are several centres. Koilpatti. Sattur, 
Sivakasi. Yirudhunagar and others. In the CiiHars* Uuutur and 
Kaiudiigucherla are the principal ones. 

188. The Adoni market is described in the Indian Central Cotton 
Committee'vS Report. An investigation into conditions in the Adoni 
maiket was made by tlie Central Cotton Coinmitti'c in l!t27. This 
1 eport shows that very large amounts of ailvames were taken iit 
the beginning of the cultivation season. The eliief purpose for 
the loan is sh(»%vn as ‘domestir* but whethei* he pays for Ins seed 
and cultivation and lM)rr(Ovs lor ‘ doniestie ’ expenses or pays for 
lii.s food and borrows for seed the re^uU is the same — the btirrow- 
ing is in effect to (‘any on his enltivation and it is contrary t6 
general experience that the amount of loan received is fully that 
signed for. 

185C The evidenre we have received does not su[>porl tin* sug- 
gestion that iv<^ts were not hampered by the fio t timt they bad 
borrowed and wane generally under no obligation to sell to their 
ereditois. We were informed that loans were granted either by 
the Adoni mercliani direct or ihrougli tin? village money-lender 
who was in many cases financed by the Adoni meiehantH, but muei) 
of lending is from one ryot to another. There was invariul>ly 
when the lender was the mei< haul the stij)ulatioii or understanding* 
that tlie croj) was to be sold to liim. This i.s the ordinary course 
of sucli lending and it is obvious that the mereliunt advances 
money to ryots in order to get the ryots’ crops. Tliey are morcbautii 
first and money-lenders only so far as it is necessary to make 
advances to get the produce and we regard as curious the suggestion 
that ryots who have taken very heavy advances from merchants 
and sowcars are at liberty to dispo.se of their crops as they see fit. 
There may in such cases be no contract which could be enforced 
in a court but if those who depend for their maintenance during 
the cultivation season on merchants or village money-lenders who 
advance funds to secure th crop sell their produce elsewhere, they 
will be pursued by their creditors for the recovery of the debts in 
full and will have great difficulty in getting advances in future. 

190. It would appear that the ryot takes his produce to the 
Adoni merchants and with the help of a dallal sells it outright. 

At tile Bellary market, which is only 40 miles from Adoni, the 
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Ciouclitions are Home what different. The dallaln dominate the 
market to ii greater extent and ap[>eur to Ik; ubiquitous. They 
give (‘oiisiderable advanres an<l of course alw-ays on the condition 
that tiie produce should be sold through them. The tendency for 
sucJi a business, whi<*h depends on jjrecariou.s advances to secure 
trade, is for it to deteriorate into purely a money-lending business, 
and through failure of crop and other reasons it is by no means 
unusual for tlje dallals to make bad debts and there have recently 
been u uumbei of failures. The dallals themselves borrow, princi- 
pally from the Marwaris at a high rate of interest but occasionally 
at a lower rate from tiie Imperial Hank. They are financed, how- 
ever, largely on j)ersonal credit and seem to have some difficulty 
in view of tl)e rivalry among them in getting the second signature 
required by the Imperial Hauk. 

191. ‘Nevertheless there is consi<iei able feeling about the methods 
of c.xactioiis of the dallals. it is, we are told, a common practice for 
the dallal to give to the seller less than tlie current price and in 
addition to coinniissiori on both sides to make a profit as well. 
There are samples taken and these are ultimately divided between 
the dallal and the bnyer. The rate of interest charged on a cou- 
sideruhle pro[>ortion of the loans is ]2 per cent hut this is about 
the miiiiminn for |>ro-nole debts and \sv are told that as much as 
dO juM cent is at times charged. The rates tliere are generally 
Idglier tliaii tdsewlieia* in the Presidency. Wlnle the weights used, 
as obs(*rved in the (’(dton ( 'oimnit tee's i’ej>ort, are notoriously 
inaccurate, we considei* that the statement that “ It (i.e., the dis- 
crepancy in the weiglits used) is a seiioiis defect as it gives oppor- 
tunities for decitful procti(‘e ii\ the weiglmient " seriously under- 
states the case. The eommon use of false weights itself constitutes 
a deceitful practice of the first importance. The unsatisfactory 
weights used are not merely in the market town and we are informed 
that smaller merchants go to tlie villages and buy produce repre- 
senting that they ^my the same price as that prevailing in the 
market but actually making uj) for the (‘ost of transport to that 
place by variations in weights. In addition there are deductions 
tor dirt, charity, vattam and weighing charges. The system of 
dallali appears to be thoroughly unsatisfactory. 

J92. A considerable number of the ryots sell ilieir cotton to the 
vsmall inercliaiits iu the village. These merchants then sell in 
.Bellary. The only revsult is that one more intermediary lives on 
the produce. 

19d. Considering the rates of interest and the other incidents, 

CflMikider that there is much scope for co-operative activities 
end there is room for great improvement in the marketing of cotton 
in this area and the provision of godowns and a co-operative sale 
society oguld provide markedly better conditions for the cultivator. 
There is a society in existence, but up to the present it has not 
jxiads great progress. 
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IM. In the Coimbatore area the Bystem is on a dual basis; 
eonsuuiers buy direct from Uie ryot and merchants also buy through 
commissiou agents. Much of the eolt^m is bouglit iu direct from 
the ryots and sold through a commission agent but there are also 
a number of smaller merchants who go round the villages buying 
up in smaller quantities at low pii<‘es. 

196. There are certain crops which cannot be satisfactorily ooffw 
marketed direct at once. Such are tea, coffee, tobacco and others. tuhs^o 
A preserving and curing pro<*e8s must first be carried out. The big 
tea estivtes have their own factorie.s and ship their tea to the I^ondon 
market theiUBelves or through agents and the trade is facilitated by 
the fact that there is a constant flow of tea almost all the year round. 

The small grower, and there is an increasing number of people 
who grow a small patcli of tea, must sell to the factory and there 
is no need now to discuss the prospects of any other facilities to 
such growers though it would appear that the creation of a tea 
market with a weekly auction would he to the advantage of the 
grower. 

19(5. Toba<‘(‘o is another crop whicli can be sold only after curing. 

It is grown over <‘oiisiderable areas and tlirougbout the Presi- 
(leney but chiefly fm the silt islands (lankus) in tlu^ deltas, 
and in (iuutur and Madiira distriets to a very large extent. The 
bulk of it is <'ured ])y (lie ryot and sold hxally in the same way 
as otlier pi'oduce ])ut in (runtiir tliere is unich tobaf co grown for 
the manufacture of cigarettes. The btilk is bouglii l\v one firm 
for its own use and though complaints were made on behalf of ilie 
ryots that they were kept waiting interminably at the place where 
tobacco was fnspected and purchased and the price ofiered to them 
lu the end might be reasonable or very far from it, we are unable 
to say that these complaints are entirely justified b\it the accounts 
we have had indicate a lar k of organization. The inevitable result 
of having only one buyer is that he controls the price subject only 
to the limit that the ryot is not obliged to grow tobacco. 

197. The middleman has up to the present played an essential 
part iu placing the produce before the consumer. That lie has 
rendered invaluable services and is still largely indispensable 
undoubted but there are instances where there are far too many 
middlemen whether they are dallals, brokers, (om mission agents, 
or merchants. The need for a commission agent or dallal is, not 
always obvious but the ryot seems happier to have one on bis «ide 
in dealing with a merchant. The ryot with inadequate informa- 
tion on prices and commercial practice is at a disadvantage in 
dealing with a merchant. lie may call in another dallal on his side 
to help in arri'vTng at a bargain but it i.s doubtful wlietliof tJibi 
brings any material advantage to him. Much buying is done with# 
out them. Thus many of the large firms send their own represen- 
tatives to the market centres whether it is for groqpdnut 
Vriddhachalam or Vizianagram or for cotton to Tirtippiir and buy 
direct from the ryots. 
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198. Ill many chhsb the laiddlemau ii» aliK) the fiaaucier but he 

lende to it^t the bm»ine{»e and here two tendeacies can be observed. 
The Heller fiiidn^this a hardship. He has borrowed and boiuid 

hiiiiHelf to one juertdiant to whom he must sell his produce practi- 
cally at the merchant’s terms and there is no doubt that this system 
has in the village operated to the detriment of the ryot’s interests. 
On the other hand it has quite a different aspect with the big 
cultivator. The luKit is fui the other foot. The merchant has to 
advance to the cultivator; otheiwise the latter will send his crop 
elsewhere to be cured or decorticated and sold. It is then sold 
througli the creditor V)ui the grower decides when it will be sold 
and being an educated man with some knowledge of the market he 
is not cheated. 

199. The only known practical alternative to the middleman 
hriiiging in a vast nninher of small ])roducers into touch with a 
large ninnhcr of consumers at a distant place is the co-o})erative 
organization and the simplest test of the utility of the iniddlemaii 
is to €>xaniiue the yirospects of success of a co-operative organiz.i- 
tion in his place. If it costs as much to operate on a co-operative 
society as is paid to the middleman for the same services, there 
is very little prospect of the society being a success and it is not 
advisable to attenijd to start such a society in this country at pve- 
sent. Many attemjits at co-operative marketing have been made 
in this T^residency, some successful, some failures. Many cases 
have l)een examined and dro[)ped. One such was that concerning 
the Kalulis, the toddy tapjiers in West Godavari district in which 
a large number of palmyra trees were tapped for sweet toddy. The 
t^>ddy so extracted was boiled dow’n on the spot and tlie jaggery 
so (d)tained sold ultimately at Nidadavole. The price whicli the 
Kalali got for his jaggery was very small compared with the 
iiliiinate j)ri('e paid for the produce and two or more intermedia- 
ries made |>rofits out of it. The Kalali had to paj' a fee for tap- 
ping the trees, he had to buy a large iron basin and fuel to boil 
down the juice, and he had to live. He borrowed, but the small 
local dealer paid him little on the produce. It was calculated on 
a reasonable computation that over Rs. 1| lakhs could be saved to 
the sw’eei toddy tappers if it were organized on a co-operative basis. 
The tappers were, however, illiterate and the wliole of the manage- 
ment and clerical work would have to be paid for together with a 
crovNi of persons to ('ollect and supervise and altogether it was 
reckoned that if the tappers were loyal to tlie organization and did 
not largely sell outside it, the (*ost of running it would take all the 
profit and the matter was dropped. It is moreover quite unsafe 
t# ^W.ppose that illiterate and ill-educated persons will stick to an^ 
organization of tlds kind through the difficult early stages in the 
face of the blandishments of persons interested in its destruction. 
This was the experience of the section of the milk supply organiza- 
lidn in Madras which obtained the contracts for supplying milk 
to certain hospitals. It broke dowm, however, before it had been 
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going many months by the milkmen themselves striking and 
deiiaiiduig even better terms from their own society. They were 
presumably instigated from outside. Other organisations have 
come to grief on account of dishonesty and defalcations but the 
general result of the experience is that a wide margin has to be 
allowed for only a portion of the produce passing through the 
society, for faulty and inefficient management and a deficiency in 
business experience and acumen. It takes time for a ryot to realise 
the advanta^ which accrues from honest dealing and fair measure* 
meut but it has been made clear that it is particularly in the early 
stages of marketing that the individual small ryot loses most. The- 
few-annas-a-bag profit which the wholesale merchant makes does 
not make a great difference to the small ryot but the forced stile 
on the threshing floor on the creditor’s statement of what the cur- 
rent price is at a time wlien it is notoriously low, measured by him 
witli his measures, on his calculation of interest, these are iiK’i- 
dents which make a vast difference to the return for cultivation 
and it is at this stage that co-operative organization can help by 
the institution of godowns in winch societies can deposit produce, 
obtain a loan to meet pressing demands for payment and sell on 
the best terms which })resent themselves. 

200. It is only practicable <o si art more elaborate schemes for Co-operstlTw 
co-operative marketing where there is a necessary concentration of 
produce for (lesj)atch to a distant market or for (consumption in 

bulk at a centre. This is the c<unm(>n factf)r of all (‘o-operntive 
marketing on a big scale whether it is sun-kist ” oranges or 
Canadian wheat or Danish butter or Coiiuhatore cotton. ft does 
not apply to ])addy and food grains and only to a limited extent to 
groundnut, hut it would apply to tea, (‘offee, rubber, cardamom, 
pepper, ginger, (‘opra, and turmeric. 

201. Co-operative sale has been started for cotton. There are 
socdeties at Koilpatti (with branches), Tiruppattur, Bellary and 
Nandyal. They are in their infancy and have not reached the 
stage of weekly auctions of graded produce of guaranteed quality 
but they are already being a success on the limited scale of alloW^ 
iiig the ryot to pxit his cotton in godowns, take an advance on ity 
have it graded and sell it. 

202. In regard to planting produce, there is too much dispurity 
l>etween the big and the little to enable them to combine readily 
and the diverse elements cannot readily be made to cohere and 
make common cause in improving their sales by instituting a 
market with warehouse accommodation for produce held agaimit 
loans. 

203. We consider that there is at present scjope for considerable Orgsnbetion 
improvement in the marketing of produce. Specific regular m^r^ 

kets are necessary for all important crops at the important 
centres of the trade in each, and when the trade is large eutmgh 
T_ifi 
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there should be weekly auctions. These should be controlled by m 
marketing board in which the growers are strongly repreerated. 

204. There is a limited scope for co-operative organisation for 
sale and until full societies can be developed which will gnda» 
pack and sell under guarantee, it is desirable to develop godown 
societies whicli will take produce and give advan^ pending its 
sale. For this and for the larger amounts adecjidi^ godown ac- 
wmmodation is essentia! for it is only on produco^|!||' ^downs tluit 
the loans can be given which will eiiahle the ryotit to pay thair 
other dues at the harvest. 

205. We consider that such godowns should as far as [lossible 
be provided by co-operative organization societies hut the diflit^ulty 
of raising the necessary capital to erect sui h godowns in the tlrst 
place has been so considerable that we (onsider that the Oovem- 
inent should lend more freely for the purpose and should, if neces- 
sary, run such godowns in the first place through the Co-operative 
Department. 

200. In the markets in which we have referred dallals should 
operate under licence. AVeights and measures should be regulated 
and constantly inspected by the market authorities while the prices 
prevailing in various jilaces should be recorded, correlated and 
communicated for publication at eacdi of these markets by <‘entral 
agencies. 

207. The difficulty of finding persons to carry on the business of 
co-operative sale societies must be mitigated by introducing closer 
study of the marketing of agricultural produce in the six co- 
operative training institutes in the mufassal and in the Central 
School in Madras. It does not appear to \is essential that such 
|>ersous should be trained in the technical methods involved in 
growing the (uops but they must be taught and, if possible, given 
practical training in the technicalities of trade in the country and 
also study the methods which have been so successful' in organizing 
Inoperative marketing in other countries. 

208. These co-operative institutes can, we consider, do a great 
deal to assist marketing by investigating through their permanent 
staff which should never be so overburdened with teaching as to 
become only schoolmasters, marketing conditions and by collecting 
statistics of prices of produce and costs of production by various 
methods and of marketing. They should in fact develop into 
sol>dols of agricultural commerce. 

209. We recommend that there should be a marketing officar 
under the Registrar of Co-operative Societies hut we do not consider 
it essential that he ahould be selected from the Agricultural 
Department. He should be an expert in the marketing of 

but not necessarily in the growing of them. 
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CHAPTER VIII. 

Internal Trade. 

210. W© ©iiali in tlm chapter deal with all thub© luuvemeuU A)eftiuiiou. 

ot produce in the handa oi uiereliautb. \V© regard 

the proceea e# tranaporting produce and selling it as market- 
ing BO long a§ 4 jA is done by the farmer or producer, and thereafter, 
when it hns Jbeeu handed over to a merchant, an trade. We 
recogni*©, howSver, that this is somewhat arbitrary and it is impos- 
sible entirely to keep the two distinct. The ( hapters on Internal 
Trade and Marketing must overlap. The internal trade then con- 
sistij of the concentration by merchants or a series of merchants 
of goods and produce for export up to the stage of delivery to the 
exporter at the port, of the distribution from tlie port to the 
tradesman xvho retails to the consumer of imported goods and of 
the movements of articles produced and consumed in the country 
between the merchant buying from the producer and the wliolesale 
or retail consumer of the article in that form. 

211. It is impossible and unnecessary to deal with the trade 
in all the innunierable articles in which there is traffic, but we 
shall consider certain typical articles in detail and also with the 
general channels of trade. The movement in <'ash or credits 
involved in such trade will be dealt with in detail in Chapter X. 

212. The Presidency is suj)piied j)rincipaUy by the two rail- Kailimyi. 
ways, the Madras ajul Southern Mahrattu and the Souvh 
Indian Railways running north and west and south and w^est 
respectively from Madras. The Bengal-Nogpiu Itailway has a 

little in continuation of the Madras and Southern Mahratta Rail- 
way on the Calcutta route. The first main route is Madras to 
Calcutta, cutting through the head of the Pennar, Kistna and 
Godavari deltas with short branches to the ports, Masulipatain, 
now moribund, Cocanada and Vizi^apatuiri. Other iriinor ports on 
the coast are not touched by rail. This line connects the Presidency 
with the coal-fields of Bengal and Singareni. The Bombay main 
line from Madras to the north-west, with its branches, taps the 
cotton areas of Bellary and Kurnool. Due west is the line to 
Bangalore and branching from this the South Indian Railway line 
ruiis to Coimbatore and the AVest Coast through the groundnut 
araas of Salem and Coimbatore districts and the cotton areas in 
the latter and all the planting produce that comes to it from the 
kills on both sides. Due soiith, the South Indian Railway main 
line touches Tanjore, Trichi nopoly and Madura and connects with 
Geylon by two routes Dhaaushkodi — Talaimanuar and Tuticorin — ' 

Cbtombo. This main line passes through the Tanjore delta and 
the Tinnevelly cotton area, the big groundnut areas of South Arcot, 
Triehinopoly and Madura districts are tapped by it and much tea 
•nd cardamoms come to it from the Travancore Hills. 
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213, Everywhere there are roads but these are for purposes 
of distributiun or (‘ollec^tioii of goods supplementary to the rail- 
way except with regard to hill produce. Much tea and coffee and 
rubber goes direct from the gardens by road to the ports and 
there are vast areas unserved by any railway and dependent un 
road or river transport. The bulk of road transport is by country 
cart but motor vans are used to an increasing extent for getting 
produce from the gardens and plantations on the Western Ghauts 
and other hills to the sea or railway. For passenger trafiBc motor- 
buses compete strongly with the railways. 

214. Next ill importance come the waterways. Madras is 
connected with the Kisitia delta by the Buckingham Canal which 
is continued to the south of Madras for 60 miles. It runs parallel 
to and only u short distani'e back from the coast all the way and 
connects Madras with numerous salt factories and casuarina topes 
uiid shell deposits along this coast so that by this route 50,000 tons 
of firewood, 20,(M)0 tons of shells (for lime), 4,000 tons of paddy, 
4,(K)0 tons of rice and 4,000 tons of salt besides a larg? number of 
minor items are brought annually into Madras, the total value 
being Hs. 40J lakhs, 

Madras similarly distributes by this route annually — 


KS. 


lOU 

tons of 

provisions worth 

. 8,75,000 

180 

j > 

teak 

29,000 

180 

y } 

gunnies 

68,000 

65 


kerosene 

60,000 



Miscellaneous 

21,000 



Total 

5,63,000 


The canals in the Godavari and Kistna deltas again are highways 
along which a vast amount of paddy is taken to the markets and 
ports and rail centres for despatch to distant places, but they are 
lint navigable all the year round : they are closed for silt elearahbe 
and for want of water for a period varying from two to six months. 
The rivers are similarly used but mainly for timber rafted down 
the Godavari from the Agency to Bajahmundry. This is a very 
cheap form of transport but the loss by pilferage is commonly 
very heavy. Similarly much timber goes to the West Coast by 
river from the forests in Malabar and South Kanara. 





315. Finally there in a whole »erie« of |K»rte, The i>rincipat 
4rueH ai-e Gopalpur, TiEagapataiii, Cocanada, Madras, Cuddalore, 
Na^apatam, Tondi, Dhaiiushkodi, Tuticoriii, Coohin, Calioiii, 
Mangalore, hut there are many interincKliate one« of all niaeai and 
conHiderable quantities of grain and other goods are distrihuted in 
this manner. - This coastwise trafftc is seasoual, the lauding of 
goods at the Bast Coast ports being difficnilt during t!»e noriti-eiirtt 
moiiHOOu, October December, and on the West Coast during the 
south-west monm>on, June to September. 

216. These are the main trade routes and it will be seen that 
on the whole the Presidency is well supplied with communication 
of one sort or another but the quality is capable of much improve- 
ment, particularly roadvS could be better and railways much 
extended. 

217. The South Indian Uailway main line south is a single 
metre gauge line but carrying capacity is being greatly augmented 
by tlie construction of chord lines and numerous branches while 
in the Madras and Southern Mahratta Railway area and on the 
South Indian Railway broad gauge line to the West Coast there 
have been recently further extensions wliich will facililate trade. 

218. The roads are better than they were and the main roads 
in particular are being developed, hut their maintenance at the 
high level of excellence required for long distance motor trans- 
port constitutes a difficulty on account of the high cost. Motor 
transport is, we are informed, not cheaper than that by country 
cart but it is quicker and being on tlie road for a much less time 
is much safer. It has been developed only to a very limited extent 
and even then only for valuable produce such as tea, coffee and 
rubber. 

219. Much is spent on the maintenance of through trunk roads, 
but for trade purposes it is essential that railway feeder roads 
should also he sufficiently numerous and in good order. Motor 
transport is not generally used for long distance trade. It will, 
we think, be many years before vans and lorries can compete with 
railways for such traffic but there must be good roads in order to 
get the produce to the railway with greatest safety and minimum 
of cost. 

220. Railways have certain drawbacks but none the less provide 
the most efficient form of transport yet available. Road and 
inland water transport suffer from slowness and pilferage, while 
the coastwise trade is carried on with the exception of Madras 
from open ports. There are no other enclosed ports though others 
are in course of construction at Vizagapatam, Tuticoriu and Cochin 
The completion of these ports will greatly facilitate trade, import, 
export and coastwise. 
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221. Tbe following i!^ti 0 ite 8 the leagth^ of various com- 

nimneatkms : — 

Leug^tliH of the various couimuuicaiious iu the Madras 
I'resideiicy — 

JMXf.KH. 


Length of trunk roads ... ... ... ... 3,206 

Do. second-rlass roads ... ... ... 12,923 

Do. other roads ... ... ... ... 17,582 

iiailways — 

Houth ludian Itaiiway — 

Bjx)ad gauge ... ... ... ... ... 602 

Metre gtiuge ... ... ... ... ... 1,495 

Narrow gauge ... ... ... ... ... 99 

Madras and Southern Mahratta Railway — 

Broad gauge ... ... ... ... ... 1,032 

Metre gauge ... ... ... ... ... 1,060 


Total ... 4,288 


Mn..K8. 


equals ami their lengUi oi>en for uavigatiou — 

Godavari canals ... ... ... ... ... 607 

Kistua canals ... ... ... 377 

KurnooLOuddapah luinal ... ... ... 190 

Buckingham canal ... ... ... 262 

West coast canals ... ... ... 121 

Dumniagiidem canal ... ... ... 2 

Vedaranyani canal ... ... ... ... 32 


Total ... 1,491 


itivei's which have been declared subject (o the Navigation 
rules are — 

(i) Godavari (between the railway bridge at Itajahuuuidry 
and the anieut at Dowlaiehweram). 

(ii) Kietna (for four milee above the auicut at Beewada)* 

^iii) Budavalli vagu (for one mile above its junction with 
the iSListna). 

(iv) Upputeru (Kiatna district). 

6ea coaai. ... ... 

Area of the Presidenoy 


1,500 milaa. 
141,705 aq. milaa. 
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222. Thwe are 1,788 licensed market# in Ike Preeideaey. TKe 
Lo«al Board# (District and Taluk Boards) maintaia 1*117 
market# and license 466 private ones while munieipalitiee niaiii* 
tain 205 public markefs. Even of these market place#* where a 
daily or weekly market may l>e held, the number varies greatly 
from district to distrii't, there l>eing six each in Guntur and 
Ifellore districts, but 144 in roimbatore and 112 in Salem and 89 
in Malabar. These are, liowever, only market places, where any 
one may sell his wares f)n [myrnent of a fee and when the hnuil 
body has kept the huildiiig in order and c«>llectcd their fees, its 
duty is done. 

223. Every one is at liberty to buy and sell what they choose. 
They use what weights and measures they see fit and no attempt 
is made by any authority to ensure that measurement or weigh- 
meat is accurate. No doubt weights, measures and instruments 
sold by reputable firms are correct but even these can be tamjiered 
w’ith and when we contemplate the very primitive Hubstituies for 
weights, lumps of iron and bits of rock, used with patched and 
battered scales and the worn and dinted measures, prices quoted 
become no more than approximate and it is possible to buy and 
sell at the same rate and yet make a profit. It is time it lieiume 
the business of some one, nnue responsihle than an ilbpuid clerk 
in the llevenue Department, to see that the weights and measur<*s 
used in a market are more than a very rough approximation t.4i 
what they should be. I< is of little use to expect the ryot or the 
purchaser in the market <o realize the benefits of correct measure- 
ment when they rarely even see a correc t measure and have no 
standard by wliich to judge (he manner in which they lose in every 
Imrgaiu they make. The system of selling goods by auc’tion does 
not exist to any material extent in this Presidency; all sale is by 
argument. We consider that in addition to these market places 
or shandies there should he (‘ontrolled markets for iinfmrtant com- 
modities of commerce including produce and c*attle, and we have 
referred to them in the chapter on Marketing. 

224. We shall deal now with the distribution of im|>c»i’i#il 
goods and consider the case of a small merchant engaged in tlii# 
business. Imported goods are mostly bandied by big Kuropeun 
agency bouses and they mostly arrange their owm financing. The 
importing firms hold goods on a<*c‘ount of these buyers and give 
delivery on short-term credits of 30 and 60 days’ pro-note. Prc»- 
note# are generally kept in the custody of importing firms and 
retired on the due date. The local merchants who buy goorls from 
these import firm# on 30 and 60 day#’ credit distribute the goods 
on credit to the mufassal merchants mostly on open account and 
partly on hundis, or pro-note# on 75 day#’ credit, but these are 
not often paid on the due dates and it takes the form of a ninning 
account. Bills and hundis play only i small part in these trans- 
actiotls and not to the extent to which there is scope for their n#e 
in th^ trade. This is attributable to the reason that these retail 
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tnerehanU are not in the habit of keeping bamk aoconnta. The 
absence of a regular fiygtem of hundia or bills based on inland 
trade in the country is a great drawback. (See Mr. Madon’s note 
on page 3.) 

226. We have examined the case of a merchant importing 
stationery at Cocanada. lie worked on his own capital but on 
occasions borrowed on pro-note from local Vaisyas at 9 to 11 
per cent. The bigger banks might give the accommodation but 
the second signature they required was considered a trouble. The 
goods are then sold piece-meal to small merchants who either retail 
them themselves or sell them again to the shop-keeper. The terms 
of these sales are commonly at 1 to 2 weeks’ credit without security. 
Any outstanding beyond that is charged with interest at 12 
per cent. 

226. The bigger sliops have their own capital and also buy on 
credit from im|)orting houHes hut they also supplement their 
resources from Multanis and other }>anking firms. 

227. The shop-keeper, particularly the petty one, who has a stall 
or small shop in the bazaar must often borrow, and one common 
form of lending is the kaiidu or kisti or thandal loan given by 
smaller money-lenders. A lump sum say Rs. 100 is lent but 
interest is collected in advance, only (he balance being given. Thus 
it is common to give only Rs. 90 for a Rs. 100 loan. The whole 
Hs. 100 is then repaid by daily payments of Re. 1 for 100 days. 
In this and in all such case.s, the interest is high though the condi- 
tions of the loan are apt to mask the rate. The Marwari and other 
similar financiers also lend money on pledge of goods, the rate 
being low in the first place. 9 per ('ent per annum being common 
hut after 90 days a period within which the borrower is often 
unable to repay the loan, the interest goes up to 20 to 24 per cent. 

228. In considering loans of this kind, it is necessary to 
remember that loans to petty shop-keepers on their personal credit 
are very precarious affairs and rates go up accordingly hut for 
loans fully secured by pledge of jewels or other goods it is difficult 
to find a justification for high rates of interest and the simple fact 
is that advantage is taken in sucli cases of the urgent need of the 
Iwrrower. 

229. Those who need credit in fact for stocking their shops 
obtain it in two ways, firstly by obtaining goods from the whole- 
sale merchant on credit and next by borrowing on the strength of 
the ^stock-in-trade, if aeces.sary, keeping out only sufficient for 
immediate sales and place a part under the banker’s lock and key. 
The banker or hank to whom they go and the rates they pay depend 
largely on the standing of the tradf^an. 

230. We shall turn ncm to in food grains, e.g., 

paddy. We have observed in anotlfHf chapter that the marketing 
IS partly iiee, the ryot tajking his produce to sell in the 
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mailcet as he sees fit, but is very frequently encumbered by 
loaM with a more or less formal provision for selling to the 
merehant or broker who has given advances or loans for the oultiva- 
tiop of the crop or the maintenance of the ryot and his family. 
TVhat happens after the merchant has secured the produce varies 
from district to district. If it is for local consumption it must 
go into godowns for a time, for paddy is rarely in the market 
locally for consumption until it is about a year old and that means 
that the paddy must be stored. Consequently the Imperial Bank 
of India does a considerable business in granting short-term loans 
on rice and paddy in godowns but the indigenous bankers do much 
money-lending on personal credit and facilitate remittances by 
the grant of hundis. The food grains required for local consump- 
tion is not shifted far and the finance reijuired is what is necessary 
to enable the merchant to hold it pending its arrival in the retail 
market for consumption. There is no long distance remittance 
to be made and all that is required is some credit agency to fill a 
part of the merchant’s capital sunk in that crop. Tliis can most 
Kiiitahly be done by storing in a godown. Ijoaiis may then be got 
from the Imperial Bank of India or Multani or Marwari or Vaisya 
bankers who htive alreaily givc^n loans to the merchant holding it, 
will take charge of the key of the godown, and release it as occasion 
arises. In the Godavari delta to take one instance — mnch paddy 
is sent to Coeanada for export. It goes to Cocanada by rail or road 
or canal boat and it may be tlie ryot or llio village merchant or the 
merchant’s agent who takes it there. They must bear transit 
charges and the village merchant must make his profit. At 
Cocanada it goes 1o the commission agent or khaida merchant 
nnd he arranges for its sale, either to tlie mill-owners wlio sell it 
again raw or boiled to tlie exporting firms. The khaida merchant 
charges 

(a) commission at one anna per bag, 

(h) kolagaram, i.e., charge for weighing — Be. 1 for 25 bags, 

(c) dharmam or charity — 4 annas per cent, 

(d) gumasta’s rusum, i.e., fee or mamul to the merchant’ll 
c lerk— 4 annas per cent, 

(c) interest in advance, 

( / ) godown rent for storage pending sale. 

But the mill-owners may themselves send out their own agents 
to the village to buy up the paddy. Sales in the village are 
generally for cash but there may be a short credit, and produce 
sent to a mill through a commission agent is paid for only after 
delivery to the mills and frequently there is one week's credit; in 
suohi cases, if, however, the ryest who has taken paddy to the com- 
mission agent for sale i^p^n urgent neail of money, be is paid, by 
the mill-owiiOT a sum on accotttit on the order of the broker or wbat 
is called a bharatam but is actually a bill or exchang*! addressed 

Von. 1—16 
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to a merchant in the form ‘‘ Please pay to A.B. or order the sum of 

H». and debit the sum to my account The mill-owner 

again sells through a broker to the exporting firm. 

231. The exporting firm may be one of a few large firms 

engaged in this trade who export dire<‘t to foreign ports recovering 
througli the exchange hanks; but smaller firms are engaged in the 
coastwise trade and these ship their goods, draw a hundi or a bill 

of exchange on the consignee and discount it with the local bank. 

This hundi should of course be a(*cepted before discount, but 
such documents are often in the form of a pro-note on which the 

discounting banker gives a cash advance. They send the ship- 

ping documents to the hank at the port of <‘onsignment for delivery 
to the consignee on payment (D/P). Coastwise trade and rail-borne 
trade follow the same general system and the bulk of it is done 
on liuiidis which are discounted locally but only in the case of a 
few towns and the bigger ports are there hanks of standing through 
which collection of payment can he made. 

232. There are thus in operation at the same time a number 
of different channels for this trade. There is much buying and 
selling hut no organized or controlled market and no one to control 
weight.s and measure.s. The ryots grow what their fancy dictates 
and there are innumerable strains and varieties for liim to choose 
from. No one w^ill agr€'e to his produce being lumped with that 
of others. Each ryot insist.s that his own grain must he sold indi- 
vidually, for some grain may fetch a trifle more than another, and 
when there is no ai’cepted standard grain and no grading to dis- 
tinguivsh even between clean and dirty, .serious obstacles are placed 
in the way of more profitable trading by pooling at an earlier 
stage or storing in bulk, and the use of labour-saving devices, 
such as elevators, at a large central market wliere all goods for sale 
outside the immediate vicinity could be handled then becomes 
impossible. There is thus no standard trade article and no 
guarantee of the quality of the stuff exported from that trade centre. 
There is only a medley of merchantvS, big and little, each trading 
on his own personal credit, borrowing from Marwaris, Multanis 
and money-lenders on pro-notes or on produce or jewels or from 
the big exporting firms and generally at rates which constitute a 
heavy tax on any trade. A curious further practice is followed 
by some of the Marwari bankers who lend to small merchants 
and collect not only interest hut also commission at 3 to 6 pies per 
bag on all goods purchased by that merchant wnth the loans so 
taken. 
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'833. We shall now consider the inland trade of a few parti- 
cular lines of produce. Groundnuts are exported from all the 
principal ports but this trade is almost entirely in the hands of a 
faw large merchants or .^mn. These firQis have agents at all the 
principal groundnut centiJb^^^wh exiat^hroughout tlie dry areas 
of all dialects and the exl^ m ihia trade can h op a rt hered frfMfl 
the follpwlng figures : — 
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Area under groundnut crop in the Tariooe dietriota in the 
Madrae Preeideuoy — 1928-1929. 


Distrk}*’. 

Ar«a 
in acres. 

Amount uf 
produce in 
tone. 

in rnpeea. 

Oftiijfim . . 



i0,7ir 

23.400 

25,46,920 

VijtmsmpaUm 



WS,317 

5s,uoo 

67»ewi,400 

OodATari . . 



469 

270 

29,87# 

West Oodarari . . 



4,261 

2,130 

2,31,744 

Kialtia 



26,6b6 

16,300 

16,61,610 

Omitur . , 



221,662 

111,000 

l, 2 «, 7 e ,800 

IQellore , , 



10,72V 

6 #30 

6,12,644 

Koniool 



47B,V8.» 

251 ,600 

2,73,63,200 

BelJary . . 



615,603 

168,h00 

l.H3,«5,440 

Anantapnr 



426,439 

219,000 

2.38,5^7,200 

Cttddapah 



272,134 

129,300 

1,40.67,840 

Chittoor . . 



136 861 

68,400 

74,41,920 

(Jhinglepctt 



t8,611 > 

27,800 

30,24,640 

Noi in A root 



460,772 

221,000 

2,40,44,800 

Boath Aroot 



482,978 

224,600 

2,41.36,480 

Tan jor« , , 



90,643 

44,000 

47.87,200 

Ramnad . , 



33,635 

17,300 

18.82,210 

Tinnevellj 



4,6U 

2,000 

2,17,600 

Madura , . 



76,894 

38,100 

41,46,280 

Triohiriopoly 



116,971 

63,300 

67,^9, u40 

Saiam 



166,029 

72,600 

78,98,880 . 

Coimbaiora 



I71»96i 

80,800 

87,91 040 

Malabar . . 



2.276 

1,100 

1^19.680 

Bouth Ranara . . 
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Total 

•• 

3,686,319 

1,830,830 

19,91,39,904 

A certain amount tit 

this 

is cruslied locally for oil an 

d the oil-cukc 


used for manure or cattle food and this is particularly the case in 
the Madura area where about half the crop appears to be used 
ill this manner; the rest is exported as kernels. 

234. The decorticating is done by inachines or liy hind hut 
mOvStly now by machinery. It may be done by the ryot paying 
coolie for decorticating or by the n^erc hant who buys it from him ; 
but the small r\ot must sell it as nuts, while the bigger grower will 
commonly have it decorticated and sell only kernels. In either 
case the grower ordinarily sells for cash either to a small nier c hant 
or to liis agent who goes Toiuid the villages, buys and c arts to the 
market. The local merchant having bought with his own rescuuc es 
may himself despatch the goods to the port (e.g., Bombay) to sell 
and payment is made to him by hundi on sale to exporters or lie 
may have obtained accommodation from the local Multaui bankers 
to buy and despatch the ^>roduce. Such accommodation is based 
on the personal credit and is covered by a hundi which is sent to 
the port for collection on the sale the goods at the port, but 
cMmamouly tJb^is small inelrchant file wholesale merchants^ 

agents lor The ex|mrtiag |(ge^ buys direct^from ryote 

but most of if goes through the SfUftH jaefchaut. There may be a 
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06000(1 iniorioediary but this in neither ueceseary nor u^ual anil 
the wholejsale merchants who are themselTes the exporters have 
agents to buy at all the principal centres during the season. They 
obtain iuuds from the local branches of the Imperial Bank of 
India by arrangement on the security of their own, funds in the 
first place, but in j>laces where tliere are no hran^es of the 
Imperial Bank and on occasions even where thesis are such 
branches, these firms are accustomed to supply their agents with 
funds by sending it to them by insured post, AVhen the goods 
liave been [)urchased they niay be put in godowus and a loan got 
on them to release the funds of the firm to make furtlier purchases; 
this business is chiefly done by the liiipeiiai Bank. In otluu 
cases the groundnuts are handed over at the port for shipment and 
tlie exporting firm is able, on the strength of the Hhip[)iiig docu- 
ments, to get advances either from an exchange hank or from 
another bank wliich will itselt have to recover tlirough an excliaiige 
bank. If the exporting ti nil’s credit is strong enough these 
advances are got on clean bills, otherwise shipping doiiiments 
are handed over to the hank which delivers them to ttie European 
buyer on acceptance or, more (ommonly, on payment of tlie bill. 

2 d 5 , The movement of tin* crop is thus financed in the first 
place by local mercUaiits wlio are dependent on their own resources, 
and beyond that on (lieir credit with local money-lenders <>r 
bankers who lend on the personal security of the mercliants ordi- 
narily at 12 per (‘ent to lb j)er cent but it may go to 18 per cent 
for small loans, on doubtful security the late may even go occa- 
sionully to 21 per cent, and with local banks wdiicii lend at a some- 
what low’er rate. The further coucenlration at the port is done on 
tlie credit of the wholesale exporters who are able to keep them- 
selves in funds by borrowing from the Imperial Bank and the 
excdiunge banks at or slightly above the hank rates. 

2 d(). The case of cotton is different and more methodical for 
there are several recognized large markets. The principal of these 
have been referred to elsewhere; it is only necessary to observe 
here that the crop parses out of tlie ryot’s hands to the merchant 
who has lent him money for his"" domestic and agricultural expenses. 
When there lias been no advance, the ryot usually takes it to 
the market himself in his own cart. At the market the com- 
mission agent comes to the front. It is the dallal, the com- 
mission agent or the broker who arranges the sale to the merchant 
and the ryot may take his produce to the merchant with a com- 
mission agent and settle the bargain on the spot, as we are informed 
is ooniiJionly tlie practice at Adoni, or he may take the produce 
to the dallal who receives it and stores it and then proceeds to sell 
it to a merchant sometimes himself giving the ryot an advance 
on account. The merchant then must sell it to the consumers’ 
agent on the spot or despatch it to the Bombay or other market 
for sale and in the latter case jpajnn ent is made by hundi drawn 
at, say, collected^^^ the Bellary baislrers’ Bombay 

agent or principal or correspon^enff. 



2^J7. At auy sUige the cottun may go into a godowu and a jiro-* 
dnoe loan be taken on it troiu the imperial or other bank if it is 
not sought to put it on to a turther market or to export it at once 
but the intermediate credits by the Multani bankers are granted 
on the sole pprsoual credit of the merehaut holding it at rates of 
interest e^j^aimensurate with the risks taken in such a business or 
these credit may be given by tiie Imperial and other joint stm'k 
banks on a pro-note with at least one entirely iudepeiident surety. 
On the one luuid is tlie complaint that the large bank will not 
take the risk of lending on ttie reputation of a single merchant. 
On the other hand the banking linns which will grant such loans 
will only do s<j at rates which the merchants hud high. The 
merchants want a bank whicli will take a big risk and at the same 
time lend at a low rate. Tlie Indian consumer is, however, getting 
closer to tlie producer and mills have now their representatives 
buying fur tlieiii direcl fiuiii the ryot or small laerchani who 
brings cotton into market. It is not the usual practice for the 
mills to buy through a managing or other agent who gets u com- 
mission on everything tliat goes into or comes out of the mills. 

2d8. It is next necessary to (‘onsidei’ an example of trade 
in goods manufactured in tiie country and distributed — such are 
all the products of cottage industries and we will consider 
the (piestion of brass vessels. 'Jdiese are manufactured in a number 
of places and tlie mercliaiit on the spot buys direct from 
the manufacturer who lias commonly been given an advance for 
liis expenses and [jurchase of material and either he or the manu- 
facturer, who has enough cajiital of his own to work independently, 
despatches on order to tlie merchant in a distant market. If the 
distance is great and tlie consignee unknown to the consignor, 
the railway receipt and bill are sent through a bank for collection 
before delivery of documents. In other cases the goods are sent 
on credit and cliarged interest at 12 per cent. J^ayinents are made 
through a bank, for example, in Madura the jiaymeut will com- 
monly be made by a Ciiettiyai hundi or draft in the course of a 
month or two. The local merchant who olitaius brassware from 
various manufai luring l aiities, sells again to the retailer or simp- 
keeper — usually on short credit, but interest at. 12 per cent is 
usually charged. If accommodation is reijuired for this business 
it is commonly obtained at 12 per cent to 24 jier cent from the 
banking communities on tlie merchants’ personal credit but the 
trade is largely carried on with the merchants’ own capital though 
when goods are transmitted to a distance it is common to draw a 
bill or hundi and get it discounted or cashed locally. 

239. Finally we shall f'onsider tlie very big business in skins 
and hides. Madras exports about Its. 7 ( rores, wortli of tanned 
skins and hides annually, and the total output of the Presidency 
is 12 to 15 crores. The bulk of the raw material is produced 
locally and is collected locally % petty merchants who take them 
to the weekly shandies or 1*0 bigger merchants or tanneries 
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aail wdll them lor cai^h. When they go to the second iuer«> 
chant either direct or ut the ehandy, the next step is t<> taka 
or send them to various mandi merchants who axe commission 
agents and merchants. They gplve an advance on the goods 
deposited with them for sale or on the railway receipt when the 
goods are despatched to them by rail or they may have given an 
advance to the merchant to get the skins. The mandi merchants 
on the other side deal direct with tanners. The mandi merchants 
pay their collecting merchants either by hundi or in cash by insured 
post. 

240. The business in tiiis way is financed partly by the mandi 
merchant and partly by the tanneries and the collecting merchants 
use what small cai>ital they have themselves but for the actual 
hides and skins it is usual to pay cash. The bigger tanneries have 
their own collecting agencies at various places and then rail tlie 
skins they purchase direct to the tanneries. Many of the tanners 
also buy ut the village markets or shandies. Where there are big 
slaughter-houses, the tanners b\i\' direct from tlie butchers for cash. 
Purchases in North India are paid for either in cash or by usance 
or sight hundis but if agents are employed for this instead of the 
tanners’ own men, money is sent to the agent by bank draft or 
by insured post or again by hundi and tlie payments to tlie agent 
u^e made utten after the goods are received at the tannery. Thi^s 
credit is carried on in an open account and on account of the dis- 
tances and the little mutual knowledge among the j^arties liuiidis 
are not greatly used. 

241. The mandi merchants seldom go to the joint stock banks 
and not often even to the indigenous banks. The finance of the 
tanneries themselves will not be dealt with here hut the finished 
leather is either exported and the value drawn against shipping 
documents or sold locallj*. Many tanners sell their goods at the 
mandis or in Madras and the mandi merchants sell to the Madras 
firms wlio export either on firm orders or for sale in the London 
auctions. In this way they are able to obtain payment while the 
mandi merchant export house and the bank which gives advances 
on shipping documents shiire the financing. The smaller tanners 
frequently work on advances from the exporters on the security 
of their stock-in-trade augmented, if necessary, by the immovable 
jiroperties they own, or they receive advances from the mandi 
merchants through whom they deal and the interest on such 
advances is usually 9 to 12 per cent, but it will be seen that there 
is not a great deal of borrowing outside the trade. 

242* The prospects of success in opening a local market with 
periodic auctions and with warehouses for stocking goods as a 
basis for credit prior to sale and with adequate facilities for 
finance appears to us to be worthy of very carefid consideration, 
particularly in view of the fact that this trade is at present sufiter* 
mg from a serioxis depression. 



243. The internal trade i» financed partly* largely, in fact, by 
th© capital of the merchants of all prades and of the largfe tradinj? 
firms. These resources are supplemented by short-term credits of 
joint stock banks which discount hundis and bills and bv the bankiujjf 
and money-lending’ communities who lend money in the form of 
credits covered by hundis based on genuine trade transactions and 
also give advance on pro-notes on personal credit to tradesmen and 
merchants well known to tliem lor the punhase of goods. These 
banking communities include in this connexion the Marwaris and 
Multanis, Nattukkottai ('hetti yars, (he Telugn Vaisyas and the 
Kallidaikurichi Brahnians in Tinnevelly. 

244. Their Imndis can be discounted with the Imperial Hank 
of India which also grants loans and cash credits to the mercdmnts 
but requires two signatures to pro-notes in such cases. Most of 
these agencies, the Imperial and other joint stock hanks, the in*li- 
genous hanks ami hanking communities will also grant loans <»n 
produce but commonly a great deal of this hnsiness is in tlie hands 
of the Imperial Bank of India wliile the indigenous hunkers do 
not appear to do much business on this basis. Th<» reason pre- 
sumably is that a niercliant can get loans from (he Tm]>erial Bank 
oil this security at rates far below tlie ordinary lendiiig rates of 
interest of the money-lenders, 

245. We have tlien the three main sounes cif finance for 
internal trade in addition to the (*a])ital owne<l by the mto'chanls 
themselves in the Imperial Bank, the smaller joint slock hanks 
and the groups of hankers and money-lenders of varitms communi- 
ties. Two other organizations Jilay a minor part namely the urban 
co-operative banks wliicdi in some cases as at llindupnr definitely 
lend to the smaller merchants, a line of business capable of much 
development by such banks, and the nidhis of which a few are 
doing ordinary banking business and lemling for trade purpos<*s. 
These various institutions are linked up only to a small extent. 
The Multani has his own finance centred at Shikarpur and his 
credit is enhanced 1)V the fact that he is one of a large and wealthy 
community while if his reputation is good his communitv^ will 
help him if he gets into difficulties. The same applies to the 
Marwari and Nattukkottai Cheitiyar and to a less extent in other 
communities but their methods are different from those of the 
joint stock banks; they rely more on personal knowledge. They 
take risks and lend at higher rates of interest; consequently they 
make big profits and many bad debts while tl»e joint stock hanks 
require more security to enable tHem to carry on successfully on 
the small margin on which they must necessarily work. In the 
ordinary course they make few bad debts but may l>e badly 
eKeated on occasions. 

246. Again when we come to the facilities re<niired we find a 
need licensed warehouses in which goods can lie held pending 
sale und pledged* the resulting document being available as an 
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Instmmeiit of credit. These should, in the ca^ ol agraeultural 
produce, of course, be in connexion with regulated markets and there 
is a need for a bureau of commercial intelligence from which current 
prices can be communicated to various markets and merchants. For 
trade purposes it is desirable that private agencies should build 
and run these and we recommend that the Government should assist 
such enterprise by granting loans for the purpose repayable over a 
long term. Roads, particularly railway feeder roads, need to be 
improved, hundis should be standardized and the absence of any 
accepting houses is a distinct gap in the financing arrangements for 
internal trade. 

247. The credit required by the consumer of goods who re<iuires 
them for manufacture or consumption during processes of manu- 
facture is dealt with in discussing tlie finance of industries and it is 
ne(?essary now only to discuss tlie credit required by individual 
consumers. 

248. There is one c.o-ojierative stores society, the Triplicane 
Stores, (juoted in many places as the only really successful co- 
operative stores. For various reasons it made only a very small 
profit last year in spite of the comparatively big business it did 
and tlie size and consequent cost of the staff employed and failure 
to buy as cheaply as [lossiVile are perhajis two of the major causes 
for failure to make adecjuate profits. There are, however, other co- 
operative stores which are smaller but in their more limited sphere 
more successful, and these are almost all in laige towns. In the 
smaller towns there are also one or two, but in the villages they 
are non-existent. The reason for tliis is not far to seek. In the 
(‘ountry there is the staple diet, grain Bup}>lemented by vegetables; 
condiments and meat and fish are retiuired in comparatively small 
(juantities; (*loths and other articles of clothing are needed but 
only in small quantities. 

249. In the large towns the lioiiseholder must purchase these in 
dift’erent places but many artitdes of food do not keep long, and 
cold storage fiudlities remain to be developed. Consequently for 
])erisbable goods he must go and buy tliem at tlie market where 
tliere is a daily Supply and a co-oj^erative stores with a small and 
fluctuating demand must consequently start with non-perishable 
goods, grains and condiments, cloths, stationery and the like and 
trade must be done on stlch ^ scale that overhead cost of compe- 
tent inanagement can be iftat w’biie still selling goods of good 
(|U£d^i|y at< 4 )ompetitive ^ices^nd give the purchaser a small lionus 
to tbat it is worth while i4 deal with such a stores. The moral 
bene1Bii|* of co-operation are not enough to keep a stores going, 
there must be a clear material advantage for continued success. 
This advantage can only be shown in large towns where enough 
turn-over can be expected to provide adequate margins to pay stadS. 
Honorary directors are excellent .guidance but honorary manage^ 
ment is amateur management and it umy be well enough to run a 
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fttoiM si^ioking one or two simple lines of goods but that is not what 
is gwemlh* understood by a shop or co-operative stores and it 
requires as much apprenticeship and experience to run a large shop 
successfully as it does to conduct any other technical enterprise. 

2o0. Further, in the small towns and in the villages many 
grow their own gniin and vegetables or have I'elationH who do so 
or have some connection with a village where they can get their 
grains direct fi^om the ryot, or they can go to the local shandy 
and buy from tlie same merchant direct from whom the coH)peraiive 
stores must itself Imy and at the same price. In such cases a stores 
can only deal in goods l>ought from a distance — and that excludes 
all the locally grown focwlstuffs — a very large item. A number 
of articles it can deal with at a j>rofit hut in these it completes 
w’ilh the small 8hoj)-keeper and with the ohl woman who lias u 
stall at the shandy. The stores must keej) ui'counts a.s well as <»ell 
the g(K)d.s an<l tliis cannot he done on the sale of only minor iteius 
in the domestic budget and the stock must he waitdied and check- 
ed against wastage and leakage. 

251. The scope for Buch stores in an agricultural and mainly 
vegetariaYi country where fuel for heating is not ref|uirftd and 
clothing is scanty is therefore small and this again results in 
difficult y in raising adecjuate ('apital. Kven where svu‘h stores are 
possible without ndef|unte capital, it is useless to attem])t to run 
tliem for llie rates at which money cum he borrowed are enotigh 
to kill any stores run on borrowed money. 

252. We have liad ocrasiun to remark elsewhere) on the faulty 
nature* of weights and measures. These again are c'ompetitors with 
co-operative stores for the latter cannot use them. 

25*3. Another difficulty is that the consumer ex|>ec fs to huy on 
credit on the same terms as though he bought for c^asli, but manv 
a shop-keeper has failed cm acc-cuuit of giving credit to his custom- 
ers. Any credit given must be taken into acc’ount in fixing tlie 
price of the gcMuls. Interest cannot be charged for that simply 
drives away custom. The interest must of course be paid in oim 
way or another for the merchant has got to find the funds for that 
credit hut it must Ik' camouflaged in the price or the weighment, 
and what is possilde in a large shop, where the overheacT cost is 
less in proportion and tlie price could ac<^rdmgly» but for the 
need of allowing credit, 1 h^ cut, is not poimible in the case of a 
small one, particularly a co-opeiutive akues where the manage- 
ment is not driven by s<df interetlt to fulopt «very possible d«^iee 
for economy in couduetiug the buameaa. ^ ^ 

2t>I. There will lie more suipe for co-operative enterprise wbere 
Government backed bj' public opinion enforces the use of onlv 
correct weights and measures. Until that is done and until there 
is the possibility of enforcing the recovery of small debts rapidly 
and effieientlv, it does not appear worth while to discuss the develop- 
ment of consumers^ credit further. 

Vol* I —17 
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CHAPTER IX, 


iNDrSTUIKS. 

2oo. There are in thirt Presidency a uiiuilKn of ori^aiiii^d iudu]!»> 
tries, but apart from cotton and tanning they are none of them 
of outstanding importance. There is quanying or, as it is called, 
mining for magnesite, manganese ore and mica. There are match 
factories, silk-weaving, soap^tnakiiig. wood-working and saw-milling 
artificial manures and paper manufacture. There are brick and tile 
works mostly on the West Coast, manufacture of aluminium and 
aluminium vessels, oil-crushing, coir-making, the manufacture of 
sugar, confectionery, cigar and cigarettes. These are organized in 
the sense that they are run b}' limited lialiility joint sUx'k companies, 
public or private. Then tliere are those industrial jirocesses wliich 
prepare agricultural produce for the market — rice-hulling, ground- 
nut de<*orticating, cotton ginning and pressing, sugarcane-crusliing. 
coftee-curing and tea-manufacturing. 

25(>. The fund required for capital exjieiuliture on such indus- 
tries cannot be found by any of the existing banks, for tlieir funds 
are practically all short-term deposits and they cannot lend for tlie 
long term rc<jnired. In the case of a few' co-<*perati vc enterprises, 
notably at Kallikurichi, Tindivanam and Arasur (vSliiyali) the 
local district co-operative banks lent eousiderable sums. At Kalla- 
kurchi, they curry on sugarcane-iuuisliing and the inunufacture of 
jaggery, oil-crushing, ri(‘e-hulling and groundnut decortication. At 
Tindivanam they undertook hulling of ri(‘e and cottoii-giniiing and 
the grinding of bones while at Arasur, they manufactured bone- 
meal and hulled paddy. Kallakurchi is generally considered to be 
a success. The Tindivauum .swiety is struggling. The Shiyali 
society has gone into li((uidation and the bank lost about Rs. 20,000. 
These bunks were able to lend tliese amounts t<» these societies but 
could not have lent to a number of such con<*erns. TTiere is no 
industrial bank at present and there does not a[>pear to be any likeli- 
hood of one being formed in tlie near future. To be a su<‘C‘ess it 
must be in a position to lend for considerable periods. If the public 
is unwilling to subscribe to the share capital of companies direct, 
there does not seem any great reason to ho|>e that they will subscribe 
much to the capital of banks which will lend to those industrial 
concerns jwhich are unable to attract adequate share caj)itel direct. 
Th% experience of the past in the flotation and running of industrial 
banks not entirelv happy, 

.if' . 

m: 

When the funds required are not for capital expenditure 
but for working expenses it is possible to get a cash credit from 
the existing banks on the security of the stock-in-trade which may 
develop into a mortgage debt secured on the plant and other real 
property if things do not go well. The problem relates more, how- 
ever, to providing for capital expenditure than for running charges. 
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1258, The ouly fueilitie^ o|>eii io the proiuotera of inilu'strial 
uudertakiiigi^ who catmot ruitw* the rtHjuired capital by their own 
fuada or public suKscriptiou are the iuoney-1 cutlers and the (Tovern- 
nieiit. The former «*an aiul do Uuid money for such purposes lni< 
their rates are generally t«M> hi^h to l>e of much practical value. 
The (fovernment’s aSssistance is coiitined to the pitivisions of the 
State Aid to Industries Act. which ennxm’ers them to aid new and 
nascent industries 4»r industries newly introduced into an area (to 
coltap* industries K provide<l they are rej^ristered in India as rupee 
«*ompanies and «‘omplv with tlie (lovernment rules on the ismsti- 
tutif>u of the Ikiard of Direc tois, hy 
(a) grunting u loan, 

{/>) guaranteeing a cash credit with a hank, 

(r) suhsidizing research o!i the |)urcluise of mac!niicr\ , 

(d) taking up shares or <hd>entuies. 

(< ) guaranteeing a return on part of tin* capital, 

{/ \ hy grant on fav<»urahle terms of land or raw materials. 


l*p to the [U'csent the following statement shows what ha^ 

actually been given up t<i the 1st .laiunuv ntdO;- 

Loutis granttMl under the State Aid to Industries A<'i up It* 

1st dantiury IMtl. 


Xn label' uihI nana: horrowt't . 


I Aiaonni of ioMa 
i saiielioncd. 

( 


I’urjnem for whioh lo.at 
wn« gmated. 


1. Muppacvi Soaurajn and 

Veerrajn, Pcddapuiftia. 


2. The Carnatic Paper Mill-, T*td., 
Uajabtuuadry. 


Total • . 

3 . The Caitara Kioe arid Suw Mille, 

Ltd., Ooondapoor. 

4. Mr. D. Bangaawaiai Xajodu, 

proprietor, the Andal Milli, 
Onat^ttam. 

o. The Kallaltnrcbi Cseoperatire 
Agrienliora] and liMufttriul 
tsoeiety, lAd., KalkkorehL 


4L Hn Mu thru la Seenappa Hauainna^ 
Bellary. 


»«. A. r. 


a a 


(«) 

4,00,000 

0 

0 

(*) 

30,000 

0 

0 

h) 


0 

0 


v,oo<t 

0 

0 

(^) 

6.000 

0 

0 

(f) 

7,0iH) 

0 

0 

if) 

6,462 

16 

0 

(A) 

1,60,492 

6 

4 

(0 

21,260 

3 

8 


6,4V, 216 « 0 


V,61>a 0 0 
6,000 0 0 


The devejopiaeal of Iteii 
»*ilk factory m lut to 
permit of the prepwni* 
tion, twiidiag and dye* 
iitg of «ilk for haadiooia 
weiiverH. 

Th# development of the it 
paper juil^ at Hajah* 
inoadry. Item (/#) repre* 
wnte amount paid in 
discharge of a guaruiiteed 
overdraft ; the othtr 
smounte represent loans 
f graii^d euhW|aentIy. 


The purchaie of a vertical 
bend law. 

TbesetUrtff up of two 
cotton gins. 


18,600 0 0 


120,006 0 0 


The development of the 
indttstriw carried on hy 
the society, vhi^ groand* 
iJttt decorticaiiofi, rioc- 
holUag and engaroAne 
eruflhiftg. 

The provision of erorking 
eapital for kli safety 
match factory at 
BfUaiy, 


(ioverniuont 
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Tx>aui^ {^raii<>*d under the StnU* Aid to luduelrif^a Act up to 
lat January 1930 — coni. 


Kuiuber iind natoe of borrower. 

mount of loan j 
sanctioned . j 

Purpose for which loan 
W8L» granted. 

7. Tbs 7>aiiuiidiU'ii of Bcigatii and 

nb, a. r. 

1 1 0 0 

Development of their 

Varvaiipn ram . 

Tbe Pafem Dye Works Hyndksjite, 

10,000 « 0 

pyroteolinic uietch 

factory. 

To clear off Habiiitie#. 

Did., Hmlem. 

V. The proprietor# of the Bum Ham 

5t»o 0 0 

The prorihion of working 

HaMy Match Faotory, Tholuia- 
paliiyam. 

Total 

7,73, tJlo 8 0 

capital and develop- 
ment of the factory. 


It is under eoiiteiiiplatiou^ we are informed, to iiiciease tlie 
j>ossilde assistance, enablin^f the Ooveriimeni to g:ive loans tt> JOO 
]>er cent of the net assets of the business instead of 50 per t'ent as 
at present; but it is noteworthy that of the loans given up to datt* 
the only big item is the (^ariiatic Paper Mills which has.beeii taken 
oV('r by a mnv com ciii auid tin* (fovernmeiit have a<*cepted 4 lakhs and 
written off Hs. 4,87,(K)t) of the loan and interest then outstanding. 
Pho first, item on the list, the silk fai tory at IbMldapii ram , lias, we 
are informed, been a success ; the third, tlie Coondapoor mill, has 
tailed to pay instalments and steps are being taken to recover out- 
standings, It cannot tln*refore be described as surccssful, tlie same 
a[)plying to the Aiidal mills at (iiuliyattam . 

259. The Kallakurichi factoiy lias ever lieen suceesstul Ihougli 
it is not clear why, wiili the co-operative organizations l>ehind it, 
it is unable itself to raise very ample capital locally. 

200. The match factory has not succeeded, quarrels were followed 
by a fire and steps are being taken to recover tlie loan amount. 
The Parvatipuram factory is considered satisfactory and the Salem 
works are only struggling on. 

261. In another case the Government decided not to grant a loan 
at a low*er rate when a bank of repute was able to provide finance 
fur running charges at ordinary commercial rates of interest. 

262. It will be seen that the Government's attempt to assist 
industries iu this matter have met with small response and less 
success, but one cannot expect that the offer of loans for commer- 
cial concerns iu a land developed commercially only to a verj" 
small extent and educated more on academic lines than in indus- 
trial and commercial practice would at once produce an outburst 
of feverish activity. Prosperous industries can only be developed 
very slowlj^ but for acceleration all reasonable facilities must be 
available and one thing that is missing is an adequate banking 
organisation. Money'-lenders and indigenous banks there are but 
these charge rather high rates and the commercial banks are few in 
ownbers and mostly small. 
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26^, The fact that the ciM)|>enitive banks have on the whole 
a surplus is u further indii iitioit of a fac t which we have ol>seived 
generally, namely, that it is more a lack of confidence in individual 
promoters of companies than luck of resoun es that prevents enter- 
priaes from being able to procnire adequate capital by public suIh 
H cription. It is true that the investment habit has not been develop- 
ed but there are great resources awaiting exploitation* Tanning is 
a very important iiulustiy in this province and (hough it is in 
existence in other provinces also ulHiut 7o per cent of the tanned 
hides and skins exported from India come from this Presidency. 
Tliero is not much tiuum ing of the industry by banks us distinct 
from the export trade. It is mostly carried on with the owned 
capital, but tlicy iKjrnnv from exporters and mandi mercluuils. 

2(>4. Cottage inilustries are an entirely different matter and an 
exanunation of the case of weavers will sutfice as a general state- 
ment of the condition of all cottage industries. The capital required 
for iuvestment is not great. The weaver wants a loom, the artisan 
a few tools, the dairyman reejuires a few cows. 11 he has not 
himselt the ne(*essury capital, he must do as any one else must 
do wlio has iio capital, he nnist Imutow or work as some one else’s 
employee. Generally they borrow either case, and not only for 
their capital expenditure Imt also for tlieir current expenditure. 
They appear to live largely on what they are going to receive,. 
Jiaving borrowed, and it they make any sum beyond what they 
must repay tlicy spend it before they start to work again. Wo 
select weaving becaus«; it is the princij)al cottiige industry employ- 
ing a very large number of w'orkers and l^ecause its position has 
been examined a number of times from many points of view with 
great care, principally by the Industries and Co-operative Depart- 
ments. The Co-operative Department has in fact done a very 
great deal of work in urguniziiig s<K*ielies of various kinds to 
provide raW^materials, to grant loans and to facilitate marketing. 
The result is apparently not coinnieiisurute with the amount of 
labour put into it and the following figures show the facts on 
aOth June 1929: — 


Pu rvlmse find xalc xociitntji v.vrhi.n rtd y for iirtiii 

innlivr 1 j. 

Kuw luutefials — bulaiic«! on -.Otli Jiuio J!i2i> 

Benight in the year 

Sold 

Bulanee left 

Finished product.H — opening bulauces 
Pure-based from ineMibers during tbe year 

Sold to publir: 

Closing balance 

Cost of management ... ... ... ... 

Profits of those that worked at jirofit 
Loss of those that worked at lose 


K.s. 

!>.tKMt 

8T.71HI 

hd.OOP 

O.KtO 

0,800 

18,000 

•v».‘J,d00 

1,700 

4,800 

4.400 

u,900 


Coltiigr 

iiuluHtriei 

Wotiving. 



OoiiditioJiH of 
work. 




Credit uocieiieif oj which more than per ccvi of the 
m embers are wea vers . 

maber of sorteftvs — H(>. 

R8. 

SluiVi* ra|>ital — ... ... ... ... 7U,71K) 

MeiaWrs’ (lei>osits ... ... ... ... ... 

J{«\serve IuihJ ... ... ... ... ... ... 

liijufi.s froiii uoii-iiumhImt.s and truin otlit*r M>i*ietiei 
(centiul hank.s) ... ... ... ... ... 

orkiiig tapital ... ... ... ... 5, 10, ‘"MX) 


Tilt* Indii^itjies Depart inejit has done mueli to improve the 
iudu.siry, l>iit no aMeiaptn can l>e .suecesslul without taking into 
fall (onsideration tlie man liim.self and from all the ex[)erienees 
gained one fact .stands out j)rominently. Tliere are e<lu(*ated and 
enlightened men among the weaving eomm unities, hut it must he 
re(*ogni/.ed that the rank aiul file, whatever they may have been in 
the past, enjoy an uiienviahle reputation to-day. Any attempt.s at 
eeonomi<‘ iin|)rovement must he preceded or at least aeeonipanied 
hy a temi)^‘ran(e eamj)aign for memhers of the eommunity are not 
uiieommonly ill-nourished and inert as well as being unediieated. 
Ihiverty is ae<entiuited l>y excessive drinking, and whichever is 
cause and which effect the ahseuee of any aml>ition is marked. Tiie 
incapacity for sustained effort must he considered and loans can 
only he given with great caution, wliile efforts to hel[) t*an only 
have very slow results. It is itile to ex[)ect that a scheme to increase 
output and ensure better prices by marketing facilities will he 
eagerly seized and made an immediate success, fhithusiastic effort 
on their part might produce such a result, hut enthusiasm still 
remains to he fo.stered among the mass (»f theiu and effort requires 
stimulation and l>etter nourishment than any of them get at 
present. 

2Go, Tlie cotton-weaving communities must he considered 
according to the conditicms under w hich they work and the different 
conditions prevailing may he enumerated us follow s : — 

(а) There still remain a c ertain numher of weavers who weave 
cloths to order hy ryots. The ryot giv'es the yarn, the w’eaver makes 
the cloth and receives payment for his labour. This system is no 
longer common hut iuvstauces of it have l>eeu known, 

(б) Tlie weaver buys his yarn, makes dotlis, sells them in the 
loeal shandy or hawks them round the villages and carries on with 
the sale-proceeds. 

(c) The weaver buys tlie yarn from a local dealer on credit, 
sells back the cloths to him ; and 

(d) the weaver is supplie<l with yarn and advances and 
returns the cloth to the sowcar or master- weaver. 
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The foxirtli elttm (d) are jfeneral* aerionsh' in debt and thoae 
in the third (r) are little better off. They are not at liberty to 3»eU 
when they see fit and they are in debti^and this applies also to 
wool-wearers and especially to carpet -weavers. It is coiutnonlr out 
of the cjuestion (e.^., ainou^ the carpel-weavers in Kllore) to get. 
any co-operative credit s<H‘iety whiidi can take over tins indebted- 
ness. It cannot he [»aid off «»u any system of hmus and there seems 
to Iwe no escape frtun the system for a large number who are 
indebted to their masters sjive thn>ugh migration or the hunkruptry 
court. They work and they receive a meagre cmdie wage hut it is 
l>eyoiid the power of any co-<»perative organisation t4> hel{» them m 
long as they remain lM)und t<> the master. 

20f>. It is not to la* imagined, however, that this is ii ctonplete 
view of the matter. There are all stages of indebtedness and 
co-operative credit can help many of them if tliey put forward an 
honest eftort themselves. Those in class (h) are on a sornawhai 
higher scale economically, and the problem is here ohviou.sly less 
compli(‘ate<l by debt and inertia, but any serious degree of loyalty 
to a co-operative society still remains (o he developed. 

2<i7. The difficulties then met in developing co-operative activi- 
ties are thus due to— 

(1) the (liftVrem‘e, ignorance and <*haracter of the weavers; 

(2) titc difficulty in selling the prodm’ts; 

(d) vested interests of master- weavers ; 

(4) indelitedness of the weavers ; 

(o) tlie weavers’ unhusinesslike melho<] ; and 

(C) the raiity among weavers themselves of men capable of 
rnnning the siiu}>les( scK*iety, 

We have discois.sed the first item. The difficulty of marketing 
is gNiat and arises from the fact that mill-madt* c loth governs the 
jiric e of all. It is true that (he masses Imv hand-woven c loth very 
largely in tJie belief that hand-made cloth is the more durable, 
hut they will not give a price which is very mucli higher than 
that of the iniil-niadc cloth. If the cost of production can he 
reduced appreciably and the price of the hand-woven cloth can 
be brcvugiit down tc» the level of the mill-made cloth it is possible 
to increase sales. Till then the sale of finished products w'ill 
continue to be difficult. 

268. There are two cases to be considered — 

(a) in which the weaver sells for loool consumption, and 

(h) in which he weaves for a distant market. 

In tlie first case tx>-o|>erative sale would be of doubtful advantage, 
A small de[K>t might instituted in the principal shandy or 
market but it is quite ]K>ssibIe that the cost of management would 
absorb any small advantage otherwise procurable for the weavers 
and inadequately paid services in such an institution are notoriously 
unreliable. It is of course absurd to expect that a weaver can get 
simply for weaving a cloth the full price paid by the consumer. 


niSiuDlty of 

Tfi ift^. 


Ce-opWAtirs 

fislf. 



iSomebody has got to par the cost of distribution whether it is 
through a middlemau or a co-operative sale society or whether 
the weaver himself, as lie frequently does, spends part of his time 
weaving and part of it hawking his produce round the villages. 

269. In the second case quoted a co-operative wholesale depot 
might be a source of considerable gain to the community and 
attempts are, we understand, being made to establish such an 
agency. 

270. The next point for ( onsideratiou is the matter of production 
and the [mssibiliiy of enabling a weaver to produce his cloth at a 
lower rale per unit or conversely to weave more cloth per hour. 
This is apparently possible to some considerable extent but naturally 
an increased output j>er weaver means a greater production gene- 
rally and many ueavers now' are working only part time. If they 
are to work full time and also at an increa.sed rate of production, 
they w’ould be comj)aratively comfortably off if they could sell what 
they produce at the present prevailing rates without any superfluous 
intermediaries. 

271. The problem in fact reduces itself largely to one of market- 
ing. It is useless to increase production for local consumption. 
The requirements of the population in hand-woven cloths for w'ear- 
irig apparel is limited and if they are to increase production ami 
coinjude in other markets, a co-operative selling organization can 
be of great help but standardization of the production and a 
guaranleo of quality ap]*oar to be essential and the difficulty here 
is largely the personal factor — the unreliahility of the individual 
weaver — a difficulty to which reference has already heen made. 

272. The vested interests of the master-weaver results in opposi- 
tion to the formation of co-operative societies. The master-w'eaver 
thinks that his trade w’ill go if every weaver obtains throxigh his 
society a su|)ply of cheap yarn and the sale of l»is finished products. 
The merchants who are not often of the weaver community naturally 
keep aloof from the organizations. To what extent the weavers 
are in the hands of tlie master-w'eavers will best l>e indicated by 
quoting an instance. 

273. In Dharmavaram in Anantapur district there are over 
600 looms actually working at present. Except about sixty or 
seventy people who own 100 looms at the rate of one or two each 
who may be called independent weavers — the rest are working under 
27 master-weavers. Two men have got 100 looms each, one 70, 
another 35, another 30 and the others from 15 to 20 each. The 

weaver to the master-weaver or the merchant 
to whom be is bound to sell his gomls at an agreed price is another 
obstacle. In the instance just quoted it was ascertained that the 
w'eavers in Dharmavaram are indebted fi-om Rs. 50 to H«. 300 
each to the master-weavers. In any case the average indebtedness 
will come to about Rs, 60,000 in all. The weavers have no pro- 
perty worth mentioning except a small portion of an old house 
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poai«Bs«^ W ^aeh. The history of the ('onjeeverftiu mciety sUomth 
10 A^liat ft ^rnftil extent the wenrers can be relied ui>on to repay 
loaua aad advances ami in fact it % not possible for any 
co-operative soeiet}* to take over all the debts of these men, 

274. The unbnaiuesslike method of work of the weaver lenders 
any organiiation of their efforts a difficult task, and the average 
weaver will not hesitate to desert the society wlien he finds that it 
is to his advantage even though the advantage may be only tempo* 
rary, or when he finds he cannot get the money for any expenditure 
which the society will not be willing to lend in the interest of the 
weaver himself or when he has got the chance of taking another 
advance from a in aster- weaver or a merchant. He will not do his 
work steadily and systematically. 

275. These facts all indicate that while better financing arrange- 
ments are possible and desirable, it does not appear that this is the 
main cause for the unsatisfactory condition of handhann weaving. 

There is a great deal of debt based solely on [>ersonal credit of 
very doubtful quality. The finance required for working expenses 
could be greatly reduced if the workman lived on wliai he has 
earned instead of what he hopes to earn by w^hat he is at the same 
time making. All such loans carry interest at 16 per cent to 20 
per cent and the weaver is by taking advances constantly paying 
interest on practically the whole of his earnings. All who are 
working for a master-weaver or merchant are in fact living largel 3 % 
almost entirely, on advances. Co-operative societies could finance 
the meagre real credit nced.s for weaving, but the creditor has a 
powerful hold over them and many could reach the society only • 

through the Bankruptcy Court, 

276. It is hardly [)ossit>le to do more tlian hazard a guess at Tnd«bt«<laew* 
the extent of the debt on the wliole; mucli more difficult is it to 
ascertain the extent to wliiclj it lias grown through the addition 

of intere.si. Certainly it ha.s grown for a very considerable period 
when generations of weavers have worked for generations of master- 
weavers. The result is coiistaiit |>overty and a bare living wage, 
for there is, in (‘uses that have come to our iioti('e, not tlie remotest 
chance of the debt ever being paid off. No increased banking 
facilities w'ill make any difference. When it comes to marketing 
it is at present a matter of orgauieiug, educating and regulating. 
Co-operative marketing w’ould in many cases Ik* advantageous and 
a co-operative sale eociei}^ would have little difficulty in obtaining 
advances against stock in hand from a co-operative bank sufficient 
to advance to the weavers 60 per cent of the value of the goods, 
the remainder to be paid on realisiation. The godown sf)cieties 
(loan and sale societies) for agricultural produce could in certain 
cases undertake the sale of the wares of artisans on terms similar 
to those which hold for agricultural produce, but it would be 
belter when the quantity of biisinese renders it practicable to deal 
with sltdb iadustml products separately hy a society which cannot 
only give adrances and stock tms prod nets for eale but also in the 
ease w certain classes of goods place a mark on it as guarkniee of 
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a eeiiaiu quality. Once the |iroducta of cottage industries pass 
into the hands of merchants they do not differ from other articles 
of commerce in the maimer in which they are handled or the trade 
in them is financed. What applies to weaving applies to a greater 
or less extent to other cottage industries also. We shalh however, 
consider another in some detail and will take the manufacture of 
brass vessels in Kumbakonam. 

277. There are about 1,500 workers of various castos, Kammalars, 
Padayachi.H, Kallars and Mallaga (’hettis doing brass work in Kum- 
bakonam town. There are about 100 smithies with three workmen in 
each on an average, 75 with six workmen and 50 with fifteen work- 
men. In the first class of smithies mentioned above only the mem- 
l>er8 of the smithes family work aiiil no outside lal>our is employed. 
The second and third ela.sses of smithies are run by rtfaster-workmen 
who employ (dher workers under them. The owners of the smithies 
take brass sheets from the traders, receive wages in advance either 
in lumj) or in instalments at stipulated rates, manufacture the 
articles re([iiired by tlie traders a(‘<*ording to their specification and 
deliver the articles to them within a month failing which they 
pay interest at 12 percent beyond that period. The master-workman 
gives advances to tlie workmen under him out of the advance 
received from the traders and pays them wages at a rate lower than 
that |)aid to him by tlie traders. He has to incur expediture on 
Account of charc’oal, etc., and also to bear the wastage of the brass. 
He takes the brass clippings to the trader who ])ays for them at 
a rate lower than that for the brass sheet and has to account to the 
trader for the full weight of brass given to him. Generally the 
wages given to him will be almut half the [nice of the brass sheet. 
He will take about one-tenth of tlie wages on account of remune- 
ration for management, deduct cost of materials, wastage and all 
other expenses incurred in (‘onaexion with the making of the 
aidicle and divstribute the balance among the workers. Generally 
half the wages obtained from the trader will be distributed as 
wages to the workmen. The ivorkmen were on strike a short time 
ago for one and a half months and recently came to settlement 
by which the scale of wages which obtained five years ago has been 
restored. The scale is now one and a half times the scale that 
was in force prior to the strike. 

278. There are 35 traders in the town, 10 big and 25 small, 

dealing in brassware. The master-workinen take brass sheets from 
one or more of these traders and the number of sheets they take 
will depend upon their credit with the traders and the number of 
workmen they employ. When traders do not place orders with 
the master-workinen the latter sometimes buy brass sheets on their 
own account and make articles in their workshop in order to give 
employment to their workmen throughout the year. Some master- 
workmen who have no capital borrow brass sheets on credit from 
the traders paying 12 per cent interest. Others who have some 
capital buy brass sheets for cash and make articles. Both sets of 
vorkmen sell the articles to the dealers in the town fw 
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rash as they rauuot afford to srll on credit to retail dealera 
outside the town. The traders usually pay for these artitdes only 
the price which they would have paid had the articles been made 
to order. This means that the traders a[>propriatc the profit for 
themselves whether they jjrive hrass sheet to the workmen <*r the 
latter buy them on llieir own aceount. Those workmen who buy 
brass sheets on rredit are at a iHsadvaiitag'c as com pared with those 
who make articles to order ns the former, have (o jmy <nit of tlieir 
wajares the interest due on the [>riee of the brass sheets la>u^ht for 
eredit. Workmen have g^enerally money dealinjfs only with traders 
in brass who g^ive them not only their wages in advance hut alst» 
lend additional sums if rei[uired cm payment of 12 per t*ent interest, 
li is only those who own a c apital of al>out Its. I ,(HMt that huy 
brass sheets cm their own ac*coiiiit and the niimher of sin-h persons 
will not exc*eed fifty, 'rhere are four persons of the* Kammalu «‘ustc‘ 
who do indej>endent Imsiuess in hrassware withotit getting hruss 
slieets from the tradcus. 'fhey huy hrass sheets on thc^ir own acM'ount 
and sell finished goods tc» dealeis either Irx'ally or outside. As 
'they have sufficient capital (aggregating Us. •IS.tMM)) they are in 41 
position to sell on t'ledit to retail dealers outside 4h»' town, I’ot 
want of ca|>ital the workers are ohligc^d to ncII iIhmt gocnls for ready 
('ash to Icwal dealers or cemtent themselves with (akiiitr hrass slieets 
and wages fnuii them. 

279. 'Fhe average daily wages i«»r a wotknian will work out fo 
He. 1. The workmen ncm get only wages, tin* whole of thc^ profits 
being appropriated by the trader. A chcuuhu weighing thic‘C' Ke<»rs 
is pri(‘ed at Us. 1-8-0, Tire c'ost of hi ass is lo anims, tin* amount 
paid by tire trader to the* woikiiian 7J luinas and the pi(»fit to the* 
trader IJ annas. The iimount paid to the uoikman will imdtidc 
the wastage borne by him and tlic* amount spent by liini for* ( hurcoal 
and other materials net'essary for making t hc^ article. l"he iW4» 
latter items will togethei’ amount to d Hiirias. If the* workman 
buys the hrass sliec^t on his own aecciunt, makes the article and 
sells it in the o[>eu market, lic^ will get a profit of o annus per 
measure of 10 seers which is now a]rpi'o|)iiated hy thc^ trader. 

280- The hrass industry in Kiiiiihakonam i> enfiiely controlled 
by the local traders. 'Dieii ow’ned <*u)>ital is about 10 lakhs with a 
Imrrowed capital of an e<jual amount. The value of the total annual 
aale8 is estimated at Us. 40 lakh.s. About Us. 2tt laklis worth of Imiss 
sheets are imported hy traders. They ged tlie brass shecds on credit 
from the im|H>rters at Madras who charge an interest of 12 per 
cent from the date of despaUdi. The bigger traders who have 
sufficient capital of their own have therefore no need to borrow. 
Such of the smaller traders as have not got Buffic ieut ca|)itul bor- 
rowed from the Kunibakonam and the ITiion banks at 9 per cent 
and oceaaionally from indigenous bankers at 12 j>er cent. I^and- 
holdem and others who have surplus cash to invest deposit their 
money with some of these traders who pay U per cent interest. 

sheets are ^iven U> workmen and wages paid in thern in 
advance. The finished articles are sold mostly on credit to dealers 
in various parts of the Madras Presidency and Ceylon at 12 per cent 
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iuterefti iii/m the date of dfMipaicli. Ailicleti are ckjoI lor ready caeh 
or agaixiiid I)/l' drafts to Telugu districts. A small percentage 
of the articles is also sold for cash to local cuusumers. Finished 
articles are also got from Tiruppur, Tiiiuevelly, Kalahasti, Palghat, 
Bombay, Bangalore and other places. Articles made at TinneveUy 
and Tiruppur are sold at a lower price as the cost of lal>our in those 
places is less than that at Kumbakonam. Practically the lulnstry 
IS entirely run by capitalist traders as the workers get only their 
wages and as they neither buy the brass sheets nor sell the finished 
goods. 

281. There is a V iswakarmu Co-<^)peiative Credit Society in the 
town with 87 members and a pai<l-u[> ca[)ital of Its. 744. Almost 
all the members are silver and goldsinitbs and only four are brass- 
smiths. The society has done little work alter 1927. As the 
management of the society is in the hands ol silver and goldsmiths, 
llie brass-smiths do not at all derive any benefit frum the society. 
There is also Vis wu karma Vy^apara Company, Limited, registered 
under the Indian Companies Act with a paid-up capital of 
lis. 12,115. This company was giving brass sheets to brass-smiths 
and getting finished articles from them on [)ayment of wages just 
like the other traders. Owing to dissensions among the director*s 
of the company it is not working now. 

282. VVe are next to discuss the practicability of developing 
Cultivation or of helping cultivators to get a better return by 
establishment of cottage industries, and in the first place must 
observe that the assistance given to the devebipment of cottugc 
industries will tend definitely to detract from the efticien<*.y of 
cultivation, for it then becomes a part-time occupation. W^eavers 
are in many places taking to cultivation as a subsidiary occupation 
because weaving does nut pay, but if cultivation is taken up fully, 
there is work to be done lor a great deal of the time. In certain 
cases there is ample work for tlie farmer all the year round and 
the farmer is not always idle only for the reason that there is no 
work for him to do. It would appear that in many teases he is idle 
because he will not do it. Attention to his cattle all the year round, 
ploughing, fetching and spreading manure, more ploughing, sow- 
ing, weeding, reaping, thrashing, growing green manure or fodder 
crops, a working ryot has not a great deal of spare time, though 
naturally this varies greatly from one locality to another. It is 
useless to tell a ryot who does his fanning by the aid of paunaials, 
farm-servants or sub-tenants to take to cottage industries. He will 
not do it and to urge the smaller ryot who works on his own land 
to take up other occupation also is in many cases to invite him 
to i^glect agriculture and when all this lias been said there un- 
doubtedly remains a period particularly in the dry areas and other 
single crop lands where attention is given mainly to marriages and 
litigation. They liave much time on their hands, but the diffi- 
culty is to find a profitable industry which can be carried on in 
the villages with little capital and taken up or dropped according 
to the season. Weaving is of course the hardy pereani^ prescription 
of many philanthropists but when the large weaving community; 



is itaell lookiug for subsidiary ot^eupatioii uiid is unable to vsell 
wimi it could produce it appears idle to suggest that pix>duciion 
slionld be again uugineiited by turning the ryot or to add to the 
efforts of the weaver. 

When the purely utiliiariau lines of weaving, hasket- 
luakiug and the like are already fully provided for the answer 
woxild appear to be in rather more artistic lines as evidenced by ilie 
small embroiderv and similar industries run bv various missionaries 
— lacquer work, carved ivory, fine metal vr(»rk. damascene work 
of the armourer turned to modern uses — sucli iinlustries W’ould 
probably find a larger market if a steady supply of uniform quality 
could be assured. It is a ta<d that the Victoria Mcnnorial Industrial 
Institute in Madras declined t(* pla<*e an exlubit in the Wembly 
Exhibition on the ground tlial it was useless to advertise goods and 
canvass for orders when the su[>[dy was so uneerlain that it was 
impossible to xnidertake an order in supply any quantity of any 
partieular quality or pattern. 'I'hert* is in fact (‘otisiderahle scope 
but it is a question of training aii<l cdm uiion. It not a banking 
matter. 


CllAPTKK X. 

1 I kM 1 1 1 a N < K E A< J l,l i k ES . 

Jv84. The uegutiable instiumeuts used fur inukiiig remitiaiiccs XtgoimhUi 
througli banks in this Presidency are l>ill.s of exchange, hundis in^tnuuoiih 
and clieques. Hills of exchange are used in making remittames 
for goods transmitted and though they may be clean l>ills tliey are 
nevertheless presumed to be based on a honn fide trade t rausacdioii 
involving an unquestionable debt line from 13 to A to justify A 
ill drawing a bill on B and diseounting it in a local bank after 
acceptance by B, They are used V)y the big firms and discounted 
through the joint stock or exchange banks, 

285. The Indian firms eiin)loy humlis and they uie of various Htuidif* 
forms. We have had ))c*fore us a large number of examples of 
hundis (Appendix) and these vary very consitlerably in their form. 

They may be worded as bills of exchange or promissory notes or • 

cheques. They are freely used iu making remittances for trade 
purposes, for example, a inercdiant buying in cotton in IJellury 
and sending it for sale to another mendiant in Bombay goes to ilie 
Multaui banker in Bellary and signs a huudi obtaining payment. 

The hundi is sent by the banker to his correspondent or agent in 
Bombay who collects the amount from the merchants there. It may 
be payable on demand or at sight as in a darsaua hundi or at a 
fixed period after sight or date (muddati hundis). 

286. Again these hundis as in the case of liilis of exchange 
carry interest or not but there is in ilie case of the Nattukkotiai 
Cbettiyars another hundi whicli bears interest at the nadappu rate, 
i.e., the current rate of interest (between 6 and 12 per cent) fixed 
by a meeting of the Nagarathars on the 16th of each Tamil month 
in ICndras and in Rangoon (separately). 
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287. Tlio lumdis m used are in many ca^^s covered by a genuine 
trade trariHaction but the precise transaction is not usually quoted 
nor do the documents accompany it. They are used largely also 
[>urely for accoinmodatioii and reinittaii<*e purjioses. The nadappti 
vaddi hundi, for example, is ordinarily an accommodation hundi. 
That is to siiy, a |»ersoii wishing to remit money may gt> to a local 
banker and buy a hundi and send it to his creditor who will obtain 
encashment from a local banker b\it this of course he can only do 
if the maker of the original hundi is sufticiently well known for 
his hundi to command credit at a distant place. Consequently if a 
remittance is to be ma«le over a considerable distance, only very 
well-known banker's huiulis can l>e used and it is again of little 
avail for such pur[)f)ses to employ a hundi the terms of which are 
not clearly understood at the end of the transaction. Trade hundi.s 
are discounted hy lianks to wlioin the drawee is known and are 
fre(|uently rediscounted by other l»anks, e.g., the Imperial Hank of 
India. An obvious difficulty <’omcs in discounting the iiadappu 
vaddi huiidis whi(*h bear interest at a rate wbicb varies from time 
to time and is not always readily available to a (lis(*ouiiter at any 
particular tiu^e, jiarticularly if that discoiinter is not a Nattuk- 
koiiai ('hettiyar but tlicy are ( bietty bandied by [lersons conversant 
with nadappu rate. We were informed that (he lianker who dis- 
('ounts a hundi of this kind nuMely takes (‘are to be on the safe side 
so that if through ignorance of the |)re(‘ise value on the date (d 
discounting or the due date, any one is to suffer, it will not be the 
discounter. This is not to tlie advantage of merchants using sucii 
instruments. Fixed interest Ijundis are co)umon only throughout 
South India, 

288. From the very diverse forms in use (vide Appendix) it 
is evident that tliere is a (dear case foi‘ tlie standardization of such 
forms and for tlie facilitation of trade over longer distances it 
would appear desirable that they sliould be printed in diglot for 
inter-])rovincial use. 

289. The jiiecise forms to be used for all liuiidis should be 
considered and fixed by a committee i*ej)resenting the principal 
bunking (‘omnuinities inc luding Multan is, Marwaris, Gujarathis 
and Naltukkottai (diettiyars. 

290. In this connexion we invite attention to the rec'umuiendation 
of the last Royal Commission on Indian Currency and Finance to 
the effect that, wdtli a view to promote the growtli of commercial 
bills to furnish part of the security on whi( h a note issued by the 
Reserve Rank of India should l)e floated, post offices should stock 
for sale bill forms printed in English and the vernacular in 
pamllel. 

291. Although lumdis are very widely used they depend for 
their value on the personal knowledge of the parties concerned. 
They are discounted and negotiated on this understanding. 
Although the Nattukkottai Chettiyar banking houses in Madras deal 
in what are described m current deposits they are not operated upon 
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by (cheques tv any great extent, but luuidi.s are ofteu drawn on f»ueb 
acdooute. These bankers do nut now, however, have large siuns in 
depoedi or current accounts with tlieni. These bankers do not keej> 
fluid resources of their own in <-asl» and any attempt to encourage the 
use of che«|ues in tliesc conditions is not likely to have any very 
useful results. In fact among the indigenovis bankers the only 
instrument used for remittance based on <rtMlif among themselves 
is the hundi. Checjues are not drawn on such bankers an<l conse- 
quently are not used in transactions l)etwcen them and,, their 
clients. They may themselves liave current accounts willi joint 
stt>ck bauk.s and use tlio.se chc(|ucs or bunk dratls, Vtu( that is going 
outside the realm of indigtMiuus banking. 

M’^e have no means of as<'ertaining tl»e e\tcnt to wliicli OIkhiui** 
hundis have been drawn annually in this l*resiilency , cvcepl the 
following figures for the issue of hundi slatups: — 


]5t2ti- 27 

1927- 28 

1928- 29 

While for <^ie('|ic,‘s the following figures show what 
pusse<l throxigh the Madras Clearing House: — 


Its. 

18,7;bf 
;i7.95r, 
a 1 ,225 

chet|ucs have 


Tolu} (iinoiint nf <h (‘(f iir.s clfitiffl from flif ofroniii/ honxr 
in Mtuhox ill nirli iftor jroiii I9(MI to 1929. 


Y ear. 


(In crores). 
ns. 


1900 12 


1901 

1902 
190a 

1904 

1905 
1900 

1907 

1908 

1909 

1910 

1911 

1912 
191 { 

1914 

1915 


la 

la 

14 

15 
Hi 
Hi 
Hi 
18 
19 
21 
21 
22 
24 
22 
10 


1910 

1917 

1918 

1919 

1920 


25 

2a 

or, 


75 


* Tbe increase in the amount of cheques cleared during the year 1920 

was 4*>e to the sale of Iteverse Council* from January to September, 
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Bailwfty 

T^oeiptt. 


Year. 

mi 

1922 

1923 

1924 

1925 
192(i 

1927 

1928 

1929 


(In crores). 

ns. 

.. 89 

... 43 

... 47 

... 55 

... 67 

... 57 

... 56 

... 65 
..>♦59 


Thene and the bank drafts are the two main instrumentft used 
for remittances by tlie larger firms and individuals who keep their 
funds in a joint stock bank but for lemittances to the miifassal 
(‘U.hIi is very freely sent in half notes by insured post. The techni- 
calities of checpies cause a certain amount of irritation among 
those unaccustomed to their use by tlie rigidity with which the 
formal observance of te<*!iiiicalities is insisted upon. The transli- 
teration of vernacular names is a constant source of trouble. A 
cheque is ])ayable to Ramaswami Aiyar and Ramaswami lyyer 
endorses it. It is idle to talk of standardisation of spelling in 
the English language and the difficulty and the annoyance of 
having checjues referred back <*au only l>e got over by experience, for 
every one wlu) has had dealings witli such banks kjiows that tbe 
endorsement must exactly follow tbe j)ay order and to relax the 
I'ule is to make matters no better, for they will then l)e involved 
in arguments on the proper u.se of a l)anker’s discretion if he has 
any, while there will not be tlie same inducement for the ignorant 
to learn. 


293, Cheques are especially in tlie mufassal towns used more 
as a means of drawing cash from a current ac count than for making 
[)Hyments direct in tlie bazaar. This is particularly the case where 
the smaller merchants and professional men keep funds in the local 
urhan <‘o-operative banks and in other small local banks. With the 
gradual spread of banking facilities these self-imposed limitations 
will disaj)pear and it does not appear necessary to take any specific^ 
steps for tlie purpose at once, but an increase of the facilities for 
the xise of cheqxies will doubtless indu(‘e people to make full use 
of tbeiii. 


2tM. We wusli next to discuiss the position of railway receipts. 
They are at present being used as a means of obtaining payment. 
It is cciinmon to send such receipts to a bank for delivery to the 
fonsignee on payment (in the same way that bills of lading are 
.sent D/P) and they" are sent by V.P.P. post but the view is not 
uuiverwilly accepted that they are documenis of title. The railway 
has the right to deliver the goods on an indemnity bond and in the 
event of a claim being preferred to goods consigned to self without 
production of the receipt, it is usual to obtain an indemnity bond 
irom the consignor endorsed to the person claiming delivery. 

♦The drop in 1989 is attributed to the fall in price of commodities. 
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Ku4bMemeiiU on railway receipts art' retxigrnijsed and aet^ upon 
thoug^h the railway clerk who delivers the goods has no means of 
verifyiig the genuineness of endorsements in many cases. The 
cousiguor has at present the right to stop goods in tranait, but 
this fact does not necessarily detract from the uegoiiabilily of the 
receipt for the drawer of cheque may stop payment long after 
the cheque has left his hands. 

295. It seems necessary and there is a definite re<jue«t that 
provisions made mu that railway re<*eipts may be used more freely 
and safely to support credit, tloods are transmitted great distances 
by rail in India and the finance of inland trade will be greatly 
facilitated if goods can be sent and the documents forwarded on 
l>yP terms. The present position is uncertain and a definile provi- 
sion of a document of title io goods in transit will be of advantage 
not merely to the big wholesale exporter but equally ho to the 
numerous small merchants who consign goods to distant customers 
of whose worth they have little knowledge. It does not help him 
much to know that the railway got an indemnity bond before 
delivering the goods witlioiit the railway receipt. The cash pay- 
ment sy^item or its long distance form “ docunients on payment 
is used to avoid litigation. 

296, The railways, however, view with misgiving any proposal 
to alter the present position. It is doubtful whether the fear i.s 
well-founded that recognition of railway receipts as documents of 
title to the goods and as negotiable instruments would result in 
the railway' goods-sheds being overwhelmed with consiguinents 
awaiting delivery, for the demurrage charges j>rovide a liealthy 
check to any such teiidencv. There is a vast numliei of consign- 
ments and in the big termini the receipts !ui«uied iii a day run 
to thousands but only a small number of these are sent ofi ret*eipts 
which would be used as He<'urity for (*redit ; and of that small 
number in only a few* cases w'ould there be any argument. Any 
altferation of railway rec^eipts should not therefore affect the hulk 
of goods traflSic. The system is well understood and any material 
change would have an upsetting effect on the puldic and on ilie 
railway staff until they liecome familiar witli the new rules. It 
will never be, as it is in a bank, usual to refer all negotiable instru- 
ments to a responsible officer before passing all endorsements and 
delivering the goods. The matter must be dealt wdth in the goods- 
shed and in the wayside station and it would bo necessary to exo- 
nerate the railway from the effects of the hona file delivery on a 
forged endorsement on the railway receipt. It would, we think, be 
practicable to use a special receipt distinguished in colour or other- 
wise from those eomnimi^v used conveying a title to the croods. 
transferable, involving an obligation to deliver only to the holder 
subject to a |>ower by the consignor to stop the goods. It would 
probablv be impracticable to apply the system to goods such as 
fruit which rapidly deteriorat€!«. To prevent the indiscriminate 
use of stich a special bill it would be sufficient to make a fixed 

Vol L— 19 
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T» avoid the diffictilty of responsibility for endorse- 
» mentf which railway subordinates are often unable to verify, the 

ipQQaigBtneiti i^uld be to bearer. 

■ ■■ * _ 

^ 997 , W# have referred to the ntaiiip duty ou ehecjues which was 

^ ' ahidlhihed a few years ago without affecting the duty ou usance bills 

of ejf^aug#. There is a strong body of opinion which regards the 
samp diuty on bills as involving too heavy a tax on such commer- 
oaal transactions; but it lias been pointed out at the sanie time by 
responsible bankers that “ stamp, however, small, giv^ to a docu- 
ment a better title in the eyes of merchants than unstamped bill 
Undoubtedl}^ the stamp makes it a more formal document to l)e 
executed with care and treated with respect. Cou|llierc||d fipns 
^ do not ordinarily use bills for a larger term than one year, but we 
understand that they are employed by receivers in drawing on 
liquidated accounts where a considerable length of credit is re- 
quired. Snch cases are of course uncommon, and bills are com- 
monly drawn a.s follows: — 

Bills on account Indian port to port trade at sight and at 

Trade with Great Britain and other countries may be demand 

to 180 days. 

Moat commonly export bills are 90 D/S. 

Most commonly import bills are 60 D/S. 

For rice and groundnut and other crop advances to ryots 
and merchants, 75 — 100 D/S. 

For advances to contractors, 75 — 180 D/S. 

Goods supplied by wholesale to retail merchants, 30 — 45 days. 

We are unable to find any reason why bills of exchange for 
different terms of \isance should be taxed at different rates. 

298. All the information we have indicates that the use of bills 
is increasing and the existing stamp duty is a handicap such that 
if materially reduced, a fillip would be undoubtedly given to their 
use so that any loss of revenue would probably soon be recouped 
by the increased volume of business. At present we are informed 
that a certain amount of duty is lost by the use of demand promis- 
sory notes instead of usance bills with an accompanying oral 
agreement. Such a practice is not a sound commercial practice. 
A demand promissory note cannot be discmmted in such conditions. 
We therefore recommend that this diity be reduced by half and 
be made the same for all neanea bills. 

299, The post office proTidee facilities for transferring money 
trojji one place to another, by ordinary money orders, by telegraphic 
money orders and by insured post. The amount for which a single 
ordinary money order may be issued must not include a fraction 
of an anna. A commission is charged on the issue of such money 
orders at the following rates, namely : — 

On a sum not exceeding Rs. 10 — 2 annas. 

On a sum exceeding Rs. 10 but not axceeding Rs. 25— 4 annas. 
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Ou a sum exce^jtliug Ita. 2d — 4 oaaaa for m^h c^pl||ti|i| 
of Ka. 25 and 4 aana^ for the remaiuder provided )if the# 
vemaiuder does not exceed lis. 10 the ehaige for bi^^Mftly 

2 annas. 

Every post office wliich is a money order office may iiPid 

pay telegraphic money orders unless it has been specialty ajcOiptiKl* 

The amount tor wiiieh u single telegraphic money oriler~‘inay be 
issued must not exceed Hs. buO and must not include fractionft of 
u rupee. Telegraphic money orders pay the same commission as on 
inland moiie 3 " tnaers and in addition telegraph charge calculated 
at the rate lor inland telegrams lor the actual number of words 
used iu the telegram advising the remittance according as the 
tcdegraift is * to be sent as an ‘ Express * or as an ‘ Urdinarj* * 
message. 

dOO. Money either iu the .shape* oi coin or iu the shape of cur- in^ur^d po«u, 
reucj^ notes may he sent througli tiie post office duly insured accord- 
ing to the rules governing insurance. Insured articles up to the 
value of 1th. ()00 at the liraiich post office and up to the value of 
Its. d,000 at otlier authorized post offices (ould be transmittl^ by 
this method. In addition to the postage and the lee for registratiou 
the following further fees are charged for insurance: — 

AVIieu the value insured does not exiteed Its. 100 — 2 annas. 

For every additional Its. 100 or fraction thereof — 2 ttunas. 

Sixty-four lakhs of ordinal y iiilaiul mone}' orders aggregating Money or- 
Its. 11-70 crores and JT4 lakhs of inland telegraphic money orders ^^<**‘* 
aggregating Its. 8d*d0 laklis were issued in the Madras Circle 
during the year 1028-20. Tliere were ou the whole (i514 lakhs of 
money orders of an aggregate value of Its. 12-53 crores. Rupees 
*87 liikli was realized as coinuussiuu on telegraphic money orders 
onlj’ while the total commission realized was Us. 1()'71 lakhs. 

The fact that tlie Madras Circle comprises Cooig and the Indian 
States of Mysore, Travaucorc, Cochin, Fudukkottai and about one- 
half of the llj^derabad State detracts to a certain extent from the 
value of the above figures tor purposes of our Iteporl. 

301. The insured post is largelj' used by large hrms for remit- 
ting considerable sums to places where there are no banks. It is 
much used also in sending cash to the tea and other estates cn 
the hills and by firms to their agents for the purchase of agricul- 
tural produce such as cotton and groundnuts. No figures arc 
available to show what sums ware transmitted in this manner. 

302. The district treasuries provide facilities for the transfer Tel«gr»f»bic 
i)f money to and from places where there is no branch of the Imperial 

Bank of India by isauinff telegraphic transfers and supply bill# in ‘“PP ^ 
accordance with the following rules : — 

(a) A treasury officer at a place where there is a branch of 
the Imperial Bank of India may issue a currency transfer or a 
supply bill on another treasury where there is no branch of the 
bank after obtaining the sanction of the Deputy Controller of the 
Cwrenoy. 



14S 


Currency 
t relief en. 


Bftnk drafts 


A trea^uxy oiiieer at a treasury where there no branch 
#©l the imperial Bank el India may issue a currency transfer or a 
Sjttpply bill on Calcutta, Bombay, Madras, Rangoon, Cawnpore, 
Lahore or Karachi without obtaining the sanction of any higher 
authority. 

(o) A treasury officer at a place where there is no branch 
of the Imperial Bank of India may issue a currency transfer or 
a supply bill on another treasury after obtaining the sanction of 
the JLIeputy Controller of the Currency. 

The sanction of the Deputy Controller of the Currency may be 
special or general, i.e., it may cover the issue of a number of 
currency transfers or issue bills to the same person up to a certuiu 
limit of amount over a certain period. Currency telegraphic 
transfers are also issued by the Currency Office at Calcutta, Bom- 
bay, Madinas, liangoon, Cawnpore, Lahore and Karachi on currency 
chests in places where there are no branches of the Imperial Bank 
of India. 

Currency transfers are always telegraphic and are given only in 
even thousands of rupees, the minimum limit of amount being 
Rs. 5,000. Supply bills are given only in even hundreds of rupees 
and the minimum limit is Rs. 1,000 unless in any special case the 
Deputy Controller of the Currenc}^ fixes a smaller minimum. The 
following charges are made lor the (*iirren(‘y transfers and supply 
bills ; — - 

For aiuounts of Rs. 10,000 and over — 1 anna per cent. 

For amounts of less than Its. 10,000 — 2 annas per cent. 

In the case of currency telegraphic transfers telegram charges are 
also levied from the person taking the transfer, Rs. 0 or Rs. 2, 
according as the person desires, tlie transfer to be intimated by 
express or ordinary telegram. In all cases of currency transfers 
and supply bills the persons taking tlieiu must pay in the amount 
of the transfer or supply bill together with the charges stated 
above before tlie transfers or tlie bills are issued. Currency tele- 
graphic transfers and supply bills aie sometimes issued at and on 
a sub-treasury under special instructions from the Deputy Controller 
of the Currency. 

003. The Imperial Bank of India gives every facility to the 
public for the transfer of money l>etweeu places where it has 
branches at rates not exceeding tliose laid dovm by the Con- 
troller of the Currency, Under its agieement with the Govern- 
ment of India the bank is bound to provide these facilities. The 
following lutes at which the bank issues drafts apply to these 
also: — • 

Rupees 10,000 and over — 1/16 per cent. 

Rupees 1,000 to Rs. 10,000 — | per cent. 

Under Rs. 1,000 — ^ per cent with a minimum charge of 

4 axuxi«. 

The rates are of course the maxiniuiu rates and it is within the 
discretion of the bank to charge any rate below the maxima* 
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The reuiittauce iraju^iier m^eipi pix^viUea another method 
lor transmittiiig money. It is issued to eu ofitoer in the Civil, 
Military, Public Works and Kailway Departments at par for n 
reittittanee to be made by him in hie oiticial capacity in payment 
or any service rendered in (iovernment or in pursuance of his 
official duties. Tlie cases in which remittance transfer receipts 
can be issued at par mider these rules are speciKed in the Military 
and Financial Accounts Code. 

Kemittuiice transfer receipts may he issued to the civil 
officers lor private purposes at a premium in the following cases: — 

(a) To persons having to pay latul revenue and cesses in 
anotTier district when the amount to be remitted e\t‘eeds Rs. bOO, 
on payment of a premium at tlie rates prescribed in the ('ode. 

(h) Remittance transfer receipts may he issued to the jmblic 
at par at treasuries other than those in charge of a branch of tite 
Imperial Bank of India lor remittance for pun hase of (lovern- 
meut se(‘urities, Tim minimum amount of a remittiuu*e transfer 
receipt in such cases is Rs. 5dHK). The issue of remittance trans- 
fer receipts between places at each of whieli there is a local head 
office or a livanch of the Imperial Bank of India has been dis- 
continued fr(mi 1st August 19*4^1. From the .same date, in all cases 
in whii'h a remittame transfer leteipt at par may he issued under 
the rules the Imperial Bank of India issne.s demand drafts at par 
v;ithoiit stamp duty marked ‘ on ( lover nment acc^ount *. Where, 
however, remittance transfer re<*eipts may be issued at a premium 
the bank issues its own stamped drafts at the rates mentioned 
below : — 

Rupees 10,090 and over — 1/10 per cent. 

Rupees 1,000 to 10,000 — ^ per cent. 

Under Rs. 1,000 — j juu cent with a minimum charge of 

4 anna^. 

The bank drafts can of courae be converted into a cash order 
on H Bub-treasurv if re<piired by application to the treasury officer 
of the district. 

dfljG. The item of amendment with which we are here concerned is 
in reference to the alteratioji of a hearer clieque to an order cheque 
by endorsement. 

307. As the Act now stands any holder of a l>earer cheque may 
alter the character of the instrument by endorsement. This lays 
upon the bank the necessity of a close scrutiny of all endorse- 
mente of all cheques, thereby entailing a large waste of time and 


ti aii(»f«r 


rhc Negoti- 
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a fpreai labour to the baiik^ inasmuoli only u small percenia^^e 
of bearer chequed arc so altered by endordeiaent whereas all must 
be scrutinized. It also causes a corresponding waste of time and 
great annoyance to customers presenting bearer cheques for pay- 
ment, as they have to wait while everj' endorsement on their 
bearer cheques is scrutinized, and as these may often be in several 
dilferent vernaculars, this waste of time is not inconsiderable. 

308. It is very desirable therefore that a bearer instrument 
should not be liable to have its character altered by endorsement. 

309. On the other hand it is contended that this privilege of 
tt holder of a bearer cheque to protect himself by changing its 
character to an order cheque is a valuable one, and should not be 
taken from him. 

310. Any holder of u bearer clieque can afford himself what 
sliouid be ample protection by ‘ crossing ’ the cheque. This does 
not make it an order cheque and does not entail any scrutiny of 
endorsements, but inasmucii as it necessitates the cheque being 
credited by the drawee through a bank, it can be traced and fraud 
detected, if not eliminated. 

311. If iliis safeguard is not considered sufficient, we are of 
opinion that furtiier protection is available to any holder of a 
bearer clieque by his power to alter the character of the instru- 
ment by altering * bearer ’ to ‘ order ' on its face. 

312. Such an alteration, however, would necessitate the regu- 
larity of all endorsements thereon, and previous endorsements may 
not iiavi’t been regular us this was not necessary for a * bearer 
cheque. This dilliculty we suggest could be overcome by laying 
down that any alteration of the character of the instrument on its 
face must be supported by the name of the drawer or lioiding 
endorser who makes the alteration. Such change in the character 
of the cheque would therefore only apply from his endorsement. 

313. Summarizing, therefore, we recommend legislation should 
lie undertaken that no bearer cheque can be altered to an order 
cheque by endorsement, and we suggest that any such alteration 
made on the face thereof must be supported by the name in full 
of the drawer or endorser making such alteration. 

314. Huiidis should be treated exactly as cheques if they are 
cheques, that is to say, if they are unconditional orders signed 
by the maker not expressed as payable otherwise than on demand 
directing a specified banker to pay a specified sum of money 
only to oiwto the order of a certain person or to bearer. It does 
not seein practicable to bring huudis in other forms under these 
provisions. 
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CHAPTEK XI. 


(.^o-oi‘Ki{ ATI vi: Socifrt IKS . 


815. Co-operative organizv\tiou has progressed along two distinct 
main lines, rural and urban in regard to credit develo|>iuent, while 
other subsidiary branches have been put out to deal with specific 
problems. 


816. The rural co-operative credit society was first developed 
on unlimited liability, each society being confined to one village, 
having its ow'u share capital and electing its own panchayat and 
office bearers. Their reserve funds to which are added half of 
the net profits annually, are deposited with the central bank and 
can be utilized only with the llegistrar’s sanction. They are 
at liberty to lend their own funds, that is to say, capital and 
any deposits they can j)rocure, to their nuonhers for [>iirposes 
which the members specify in their loan a]>pli(‘ations and the 
panchayat approves of and can obtain loans from the central 
bank for the same purposes. Their credit is fixed in their by- 
laws on the basis of the total net value of all jiropertv owned by 
the members, that is to say, the value of their j)ro)>eriie.s less their 
debts. This borrowing power never exceeds one-oighfli of that 
total and in the first place is usually fixed somewhat arbitrarily 
at a lower figure. As the societv grow's, tlie borrowing power is 
enhanced proportionately. The borrowing power of the members 
is fixed arbitrarily and the ])resenl tendency is to allow it only 
for short-term needs in ilie first place and to develop it after they 
have made some progress with short-term lending. 


317. All repayments to the .societv are expected to be remitted 
at once to the central bank and loaning of collections is dis- 
couraged as likely to result in inability to repay to the central 
bank when the time comes. And it moreover kee])s a vtuy neces- 
sary check on the lending by the societies, for a common failing 
is that panchayatdars are too ])rone to favour their friends and 
relations. 


318. These societies have by 30th June 1029 developed to the 
following extent: — 


Number of rural (agricultural) credit 
societies 

Members 

Share capital 

Members* deposits 

Loans from co-operative banks 

lleposits of non-members 

Cbnreminent loans 

Total working capital 

Beserve fwds 


12,382 

656.000 
ns. 

74.57.000 

9.39.000 
4,61,91,000 

21.81.000 

10.32.000 
5,78,00,000 

46.18.000 




Hural credit. 



. 1 ^ 


Loaitt iicoeA .^319, Tile following loans were during tke y«W? nndillg 

June 1929 all agricultural sodatie*:-^ 

Percentage 




S.8, 

of whole 

Productive — 

For cultivation expenses 

51,82,000 

20-« 

* I 

pui of cattle 

15,50,000 

6-2 

1 f 

payment of kiat 

16,87,000 

6-7 

) » 

improveinent of lands 

12,28,0(M) 

4-9 

>• 

purchase of raw inateriai ... 

1,22,000 

0-5 

t f 

trade 

22,47,000 

8-9 

9 9 

education 

(59,000 

0-2 

9 9 

house building 

10,41,000 

41 

if 

carta 

74,000 

0-3 

if 

purchase of land 

12.01 .0(K» 

4-8 

9 9 

food, etc. (domeHtic ex- 
penses) ‘ 

20,09,000 

8-3 

if 

repaymeiit of old debts ... 

82,02,000 

32-7 

U Tiproductive — 



For 

marriages 

3,28,000 

1-3 

9i 

other ceremonies 

44,000 

0-2 

9 9 

other non-productive pur- 
poses 

75,000 

0-3 


Total ... 

2,51,19,000 

1000 


320. Of the loans granted the si*e may be gauged from the 
following table : — 

ns. 

Loans up to Rs. 50 each ... 32,55,000 

„ from Rs. 61 to Rs. 100 ... 40,22,000 

„ from Rs. 101 to fts. 250 ... 57,87,000 

,, above R«. 250 1 ,20,65,000 


Total ... 2,6149J)0Q 
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TlHMie feowever, include loans by all ag^ricultural aocietifMi 

and out of Be. 2,51,18,000 the amounts advanced by different 
ctasaes of societies were as follows : — 


Clnm. 

Bhart-tenw . 

Long-lenn. 

Tote), 


ms. 

ns. 

Me 

Act^toliural erwdit — 
nLicnit^Ml . . , , , , . . 1 

1, SI. 000 

4,60,000 

6,oa,oo<i 

DnUmit«d 

l,S2,oe,OOi^ 

1,00,22,000 

2.41,30,000 

Parohs^e and i»»le 

3,31,000 

0.000 

3,40,000 

Other form* 

If , SCO 

32.000 

60,000 


1.38,01,000 

1,14.22,(HH» 

2,61,13,000 


The loans outstanding were — 


— 

1 

Short»1ertD. j 

T-»ong-t«rm . 

ToUl. 



! 

1 

1 

Ht. 

&fi. 

KA. 

Oil 80th Jane 1920 


i 

• * i 

1,66,87,0<H> 

3,98.69,(MH> 

6.62, Oft, OOO 

On 30th Jane 1928 


1 

1,32,38 000 

1 

.3,81,23.000 

6.1d,49.0<K) 


showing* that the increase lias l>e€»n mainly in short-term loaiis. • 

321. The following table shows the increase in the last five 
years in the loans granted by all agricultural societies: — 



Yeiif. 



M era here. 

\V orkiitg 
Cfipitn) . 

liO^ne to redeem 
debts. 




Nmnber. 

Araonnt. 


(1) 



<2) 1 

(3) 

(4^ 

(6> 






Jf A. 


Mi*. 

192«-2& 

1926- 27 

1927- 28 

1928- 29 

.. 

•• 


609,500 

548.400 

612,200 

662.600 

ft90,700 

3,65,73 

4.07.46 

5,00,00 

6.86.76 

6,29,19 

81,200 

80,600 

46,100 

47,tKtO 

37,600 

46,60 

49.09 

89.34 

1,00,04 

82,02 


Year. 


1 

Other prodaotive purpo»e» 

Non-prod active 
purpo*ee. 




N amber. 

A moan t. 

|«g 

Ansoani. 





(«) 

( 7 ) 

HSH 

W 






mn. 


SJ>. 

1024- 26 

1025- 26 
1926 27 
1927-28 
192a-29 

.. 

• • 

• • 

186.800 

181,800 

148,600 

148.400 

166,100 

1.09.11 

1.11 89 
1,48,98 
1,81,80 

1 , 84,69 

8,800 

4,000 

J5.400 

4,200 

4,400 

2.62 

8,60 

3.2G 

4,49 

4,^7 


^ A ll amounte are in thousands of rupees.) 

Von. 1—20 
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LcMm« for 
nuHNjUng. 


0ii6 obriotu feature of tfaia deTelopmeat is that the anunmi 
has iaereased at a much faster rate than the number oi suofa lemm 
and it is at least doubtful whether the inereamofifly larpfe Inaiis 
j^iven can be regarded as a satisfactory feature. 

Agricultural societies gave loans on various securities, the 
amounts being as follows 


192a~29 

RS. 


Loans 

on security of deposits 

Do. 

pledge of movables 

Do. 

mortgage of immovables. 

Do. 

joint security of two or 


more members 

Do. 

simple bond 


56,000 

12,44,000 

2,54J8,000 

2.82.71.000 

2,72,000 

6.53.22.000 


1927-28. 

RS. 

51,000 

11,46,000 
2, 63 J2, 000 

2.35.20.000 

2,62,000 

6.13.49.000 


It will be observed that the long-term loans given during the year 
are for purchase of cattle, improvement of land, house building, 
purchase of carts, purcliase of land, repayment of old debts and 
marriages amounting in all to Rs. 1,35,50,000 while the cultiva- 
tion expenses, kists, purchase of raw material, trade, education, 
food and other purposes must be taken to be short-term loans 
amounting to Rs. 1,14,95,000. In comparing these figures with 
the figures of loans actually given for long and short-terms, i.e., 
in lakhs — 

Short-term. Lona-term, 

Loans given classed according to 

purpose ... ... ... ... 115 136 

Loans actually granted ... ... 137 114 

it must be borne in mind that of the loans taken for what is 
ordinarily accepted to be a long-term purpovse some at least would 
be so inconsiderable as to be readily repayable within the year 
and a short-term loan could suffice. Further, as the necessity for 
increasing the short-term business has been agitated considerably 
in the last few years, a certain number of short-term loans were 
ted to amounts and for purposes which precluded the poaai- 
bi]|iy of repaying in the period. This was the case again in South 
Kanara where an annual tenure of lands made it unsafe to lend 
for a longer period but the purpose was in many cases such that 
it could not possibly l>e repaid in the time. 

322. Taking all the circumstances, however, it appears that on 
the whole the position in this respect is not unsatisfactory. Xheae 
total loans show that increasing amounts are given to facilitate 
marketing. There are two -main items of loans for this pbject; 
firstly, loans for the payment of lasts which fall due at the harvest 
time, and would involve the hasty sale of produce at unprofitable 
rates were loans not procurable, and, secondly, loans m the produce 





Ian mnci tale aocietieft or by rredit imcietied for the speoitio 
pai^Km of enabliag the crop to be held up for au improveuieut 
in market. The loan g^iven during the year by loan and eale 
aocmim on the pledge of produce waa H«. 5,95,000 by the 66 
aocietiee including the two aocietiea at (oiinhutore (Tiruppur) and 
Tinnevelly (Koilpatti). 

328. In Tanjore district, the delta wet cultivation is roughly 
1,000,000 acres. To finance this there are 1,000 unlimited liability 
agricultural credit societies with a working capital of about 
Rs, 35,00,000. This is in the neighbourhood of one-tenth of the 
cost of cultivating one crop of ))addy on this land, but as these 
funds are used also to convert old <lebts into co-operatite debts 
balf of the loans outstanding being for this purpose it is evident 
that twenty times the amount is required if the wliole wet crop is to 
be financed by these societies, allowing half the amount of loans 
for long-term pur|)Oses. The amount at present advanced for 
marketing the agricultural produce, that is, for advancing money 
against croj) until if is .s<»ld and delivered, is only a very small 
fraction of what is actually required though that reijuisite may he 
only for a vei-y few’ months. 

324. The funds obtained are distributed in the following miiiiner. l>iii<ribuUoa 
The A}>ex Ihiuk borrows in the open market and lends to central ^‘^"^**** 
banks wliich also receive deposits from individuals and institutions. 

The (Vntral Ihiiiks lereive their reinittunces from the Madras 
(Vntral Frhuii Hank through the trea.suries by remittance transfer 
receipts or cash <»rders at j)ai. The rural societies liave then Uj 
obtain the loans samtionecl hy tin' (‘cntial l)ank and (licre is eou- 
siderable delay at this stage. It is ilue in part to slackness in 
the unions and sm ieties in making and passing on tlie loan applica- 
iioiia but at the same time i.s in fact uiiavoidahlc. Once tlie loan 
has been sanctioned it i« often iie<'essary to send men to the hank 
to get the cash. The bank cannot grant loans without examining 
the applications and the recommendation of the union and the 
record of the particular smuety and the union must either have a 
meeting or cinmlate papers to make the recommendation. The 
papers must be .sent hy post or by messenger and flie so(‘i©ty must 
take »ome little time to meet and prepare the application and Wzids 
and have the latter registered. So long as all U»is prcM-ens is essential 
nnd it is essential for every loan that is applied fur and sauctiouad 
by the cantral bank it is useless to expend co-operative societies ' 
to mnat all tke cash requirements for financing agriculture. The 
aVatilable have been rapidly increasing and there is no 
reason to suppose that they cannot be expanded very much further 
•*^irust fuacia, for example, have not yet l>eeu touched — but it is 
B o e g as ary to |nroTide higb«^r-speed machinery for sauciioning loans 
a«ii let dastnbuting cash. 

, ?!be Registrar of Co-operative Societies has for some time C«q>fitum«s. 

atiainptiiig to develop both of these requirements. Tot crop 
jUioipe a four months' credit would gT^atlv assist. It is not easen- 
fial to ctop finance that loans should not he applied foy until they 



^ aetuaily required, A eufficieutly accumte lorecaat af aultivation 

exptximn cm made to enable a society to put in an applicatioii 
a oouple ol months before such loans are actually needed and to 
obtain sanction in due course. Such sanctions would apply to 
cash drawals between fixed dates and would in fact be in the nature 
of a short cash credit secured by the necessary registered bond. 
8uch an arrangement would enable a society to draw a loan as 
required without any notice and indeed in the better class of 
society wliere there are educated presidents and secretaries, 
ineut of loans to the members could be made by cheque. 

320. The distribution of such loans is not, however, always 
free from difficulty and it is not convenient or safe or cheap to 
send one or tw'o members 50 miles by road and rail to get the 
requireiueiiis though it is rarely necessary to go so far. In some 
districts agencies have been arranged but much more requires to 
be done. Inadequate advantage is taken of the existence of local 
urban bunks of standing and of other societies but it is clear that 
when there are local banks of standing a credit arrangement is 
very simple whereby any loan sanctioned by a society merely 
takes the form of a credit in that local bank to be drawn on as 
occasion arises. Wlien there is no co-operative bank available for 
the purpose there may be a joint stock bank of sufficient standing 
to be utilized for this purpose. The present arrangements by 
which remittances are made through treasuries or through a few 
local remitting societies are quite inadequate. In general there 
is too much cash being taken about the country. 

« 

327. These defects are largely the result of inadequate know- 
ledge of what banking facilities are possible and of what can be 
done by credit and cheques. But restriction of credit and the 
need for careful scrutiny of all loan applications arise from irres- 
[)on8ibility and the desire of most of the people concerned to get 
as much as possible at minimum cost. It is idle to pretend that 
the millennium has arrived. It is still very necessary to guard 
against dishonesty. 

328. There is clearly need tor luucli moi'e iustruotiou iu almost 
" all gi-ades of the co-opeiative liierarcliy. This can be provided 

in local schools at a few centres iu the Presidency and in fact 
there are six such schools iu the umfassal at the Tanjore, Coimba- 
tore, Vellore, Auautapur, 'Bezwada and Kajubmundry Institutes. 
These provide short concentrated courses in book-keeping, banking, 
accoiintancy, auditing and co-operation. Those who have had this 
traininj^ are expected to impart it to the villages and the fedettitions 
are all an'angiug to have with the aid of a Government subsidy 
peripatetic instructors who go round lecturing to. village societies 
singly or iu small groups. The previous system of having local 
couise lor a week or ten days li^ed* None would come unless 
they were led all the money went in providing free lood. The free 
was popular enough but there was no money left to pay 
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trdbed ieackersy while the amateurs who utidei*took the work had 
tiMMW euthusiaaiu than busiiiees experienee. A working knowledige 
of hanking methods is iie^^essary, and «uch instruction when aequire<l 
imist be applieil in a reasonable and practical manner; caanietry 
requires to be disctniraged. To turn to the finance of trade and 
of other industries than agriculture, the statistics available make 
it desirsible to treat of rural industries first. Artisans so employed 
obtain loans from ordinary rural credit HtK*ieties. Generally as 
the security they cun offer is little, if any, more than their own 
personal reputation, a soinewhut preiarious basis for cre<lit con- 
sidering the hand to mouth existence of many of them — the loans 
»o procurable are Hiiiall but no statistics are available to show what 
they are. There is, however, in the case of weavers, who comprise 
the biggest of the rural iiulustriul communities, more iriforinatioii. 
There are 86 credit societies in wliich more than 80 per <*ent of 
the members are weavers. Of them the following figures are 
available : — 


Paid-up share capital .. 

Reserve fund 

as. 

71,()0<» 

43,000 

Total share capital and reserve fund 

1.14,000 

Members' deposits 

Loans from societies and iiou-members 

18,tK)0 

4,21 ,0(K> 

Total l>orrowings 

4,39,000 

Net profits societies worked at a profit ... 

Net loss by societies ... 

2,G(K) 

9,800 


320. It will be seen that compared with the number of the 
cximmunity this is u very small matter and the bulk of the activities 
are confined to a few districts, the share (*apital being us follows: — 


EU. 

Ghinglepui district ... ... .. 26,000 

Coimbatore district ... ... ... 9,000 

Tanjore district ... ... 8,000 

Trichinopoly distrit* ... ... ... ... 7,000 

North Arcoi district . . ... ... ... 6,000 


tho rest of the districts providing much smaller amounts each, 
li is evident that not much can be done pure credit and tlurngh 
tike eo<K>perative purchase of raw material and some co-opmitnM 


VVemvcr’* 
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in aHmt more pTomisnig nrmmB to iiticc«s«^ even ttien 

the figures are not very enceuraging*^ 

Number of societies ... ... ... ... 46 


ES. 


Working capital 

.. 1,09,000 

Hau) material. 


Opening balance on hand at beginning 
Purclmsed during the year 

Sold daring the year tu members ... 
Closing balance 

9.000 
88,000 
93,000 

5.000 

Fin Uh ed p rod ace . 


Opening balance 

Bought in from meiuliers 

Sold to public ... 

Closing balance 

7.000 
18,000 
23,000 

2.000 


330, The reiisons for this small development have been dis- 
cuHsed elsewhere, and the further development of such activities 
(‘unnot usefully be pressed solely by the more rapid organization 
of W'o-operative " institutions to be run on behalf of such 
communities by persons on a higher plane of e<luc‘alion, whatever 
b,e their motives, for that is as likely to bring easier credit and a 
(*ro[> of unpaid debts, decrees and desolation, as to develop self- 
reliance and frugal tlirifi. Education must aicompany any such 
proposal, More temperate habits must be induced in a community 
before its artisans can put forward any effort on their own behalf. 
Co-operative effort appears to have many years of hard and dis- 
appointing work before it before such industries are put on a 
sounder bustness basis from the workers’ point of view. 

Urbiiii oieiiit 331, Xhe towii interests are rather on a different basis. 

Co-opeiutive cre<lit follows the Schultz-Delitsch type. Members 
of such societies are liable for the debts of the society only to 
tlie exteat of tliair subscribed capitals and such societies finance 
petty traders lending money to enlarge their stock-in-trade.. They 
also grant loans to professional men and to all classes of wage earners 
to meet domestic requirements and to cover unforeseen expenditure 
of all kinds. TheoretjcaWy they are expected to grant loans only for 
useful purposes to be specified clearly by the applicant and approved 
bv the pmchayat, but actually there is usually no close scrutiny 
or the purpose or application of the loan. In many caees the 
panchayntdars are too anxious to hold their posts to enquire so 
clps^^ into the use and repayment of loans as. to jeopardise their 
chance ol re-election when their term of office comes to an end. 
These tn^n societies have, however, developed considerably and 
do provide very valuable banking facilities including current 
accounts, savings deposits, recurring deposits and in fact all 
reasonable facilities for accumulaling and investing savings and 
fbiT tbi; tele custody ol arnd eoaveUient operation on the neembers’ 
eiiiy^ funds*- 
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832.- T}ie loaiui gTaat«<l by nucb aociaiiet in 1928-29 w«»— 

ns. 


For trade 

^ {ood and neoesanries of life ... 

,, housebuilding ... 

„ (nihivation of laud 

„ purchase of land * 

,, improvement of land ... 

,, education 

pnndia.se of raw inateriuls 
,, manufacture and ptircliaia* of (-arts 
.. payment f«f Icisls 

|>ayiug prior debl.s * ... 

purchase of cattle 
marriages 
other ceremonies 
.. other purposes 


34.08.000 

40.36.000 
IH.27.000 

r>.12.(M10 

4,56, OOU 

1.85.000 

1 .90.000 

1 .OH.tMK) 

oO.rHh) 

52.000 

(i:i,(>8,0O«) 

l.43.0(M» 

17,5I,OtH» 

2.70.0<H> 

o.(i7.0tK) 


Total ... 1.99.24.000 


The size of these loans is indicale«l by the f«)liowing 
figures : — 


Loans uj> to l(s. 50 each ... 

fn.m 11s. 51 to Us. KM) ... 
.. ,, Us. 101 to Us. 250 ... 
,, over Us. 250 ... 


RS. 

22.87.(H)0 
29, 14, (MM) 
44, 39, (MM) 
1,02,84,(HM) 


Total 1,99,24,000 


‘1'.14. It is to be ob.served tliat these include urban societies of 
all kinds including Inmse building s<H*ieties which obtain their 
loans from the tlovernment. 

.‘b{5. The greater bulk «»1 loans ouistundiug which on 30tb June 
1929 was. Its. 2,38,36,tKK) were on mortgage of immovable property 
and on joint .semirity of two or more members, the figures l>elng 
H». 92,08.000 and Us. 1 ,.‘f8,;l5,000 respectively.. To take from 
these wjcieties only the credit wa-ieties we find that on 30th June 
1929 the loans given to 209,700 members during the year w«m>— 

ms. 

64,39,000 
1,25,19,000 


Short<4erm 

Iiongrterm 


Total 


l,W,ft8,000 



Loan» to momberA ontAtdttding at the end ol the yeilN^ 

ma. 

Short-term ... ... ... ... 48,82,000 

Long-term 1,67,40,000 


Total ... 2,06,72,000 


The loanA taken by the Hocuetien and ontetanding at the end of 
the year were — 

ms. 


From membei’H (deponitH, et4^) 
From non-ineinbers (deposits, etc.) 
Provincial or central banks — 
Short term ... 

Tiong term ... 

Government 
Other societies 


Total 


69.44.000 

74.24.000 

9,19,000 

17.10.000 

4.000 

7.000 

1,00,08,000 


Paid-up share capital 
Reserve fund 


ms. 

63.79.000 

15.93.000 


Total owned capital 


79,72,000 


336. The total borrowings are therefore twice the owned capital. 
No figures are available to show how much of these figures are at 
call but the standards of fluid resources prescribed for all limited 
liability societies which receive more than Rs. 20,000 in deposits 
is reached by the majority. 86 per cent of the whole number having 
conformed to the rule which is that such societies should keep 
the following amounts: — 

Sums in current account — ^25 per cent. 

Sums in fixed deposit falling due in the next 30 days-— 25 per 

cent. 

Sums in savings deposits — ^25 per cent. 

387. This proportion was to he in a fluid form, that is to say, 
as cash, Government paper, or overdraft from a central bank; the 
amounts so concerned refer only, however, to the deposits of non- 
members. Members who have a voice in the management must 
look after themselves. 

338. The higher co-operative hanks, namely, the district Central 
banks and the provincial bank, are devised not for providing bank- 
ing facilities to the general public or for any individuals but to 
attract the funds required to finance the rural and urban primary 
sccieties bearing in mind that the stated policy ol the Government 
is to faciUtate the formation of co-operative societies for the benefit 



of agriiniilliuriiitiit vu-tiaaiis uud <il Uiaiittd uMwiitt* The 

eeataM Imnks do iitrideniHlly provide'twtain current ni'cMiunt fncili- 
is not done for the b«Ma«fit of the depoeitioM. Inrt to get 
sucli funds for those of Uuiited meant) wtiuni t^ey are 
d es igned to assist. Their position wjis as folioa's for district contra! 
,tMi 30th J une t92f» : — 


ua. 

Paid-up share capital ... ... ... ... oCi.OO.OlfO 

Reserve fund invested in the Madra.s Central 
Urban Bank ... ... ... 1<>,71,(.KI0 

Total ... (»«,80,0(K) 


• as. 

Savings deposits ami current account ... ... 46,»fJJ,000 

Fixed deposits au<l loans repayable by hanks ... 4,06,68,000 

Imperial Bank cash credit drawn ... ... 6,69,0(K) 

Reserve fund of primary .s<Mneiies de|M>sited ... «t8,89,000 


Total ... 6,87,68,000 


389. Tlio latio of Itorrowings U» reserve fund jdus share capital 
is theroloro 8'8 to 1. 

Tbe loans outstanding on ^iOtli J one J921t wore as follows : — 

ShoH-term. IiOiig-t«rm. 

HS. S8. 

XiouDB to individuals • • ■ 4,65,000 1,76,000 

Loana to societies ... ... 1,18, 68, (XK) 3,80,33,000 

Total 1.23,23,000 3,82,08,000 

V„.„ ... .... . , ,■ V 


Total 

Amount in Government paper 
Caab in hand and at hanluM 
4,eo9r«ed intareai 
]{iaadla«aoiw aseets 


ns. 

6,06,31,000 

66,16,000 

18.90.000 

13.63.000 
4,79,000 


Ttita 6,07,86,000 


IjoAiui 

ouiitnridiiig# 


V01..I— 21 



l)tfeoi$4 




ShorUienu. 

ns. 

Loauti autl of iudividuak ... 1,90,41,000 

Loaus uud ciepodtH fn>m bauka 

(iucludiug Madras Central Urban 

Bank) 18,59,000 

Loans and deposits from societies . . . 13,(>5,000 


licmg-teriiu 

BS« 

1,60,56,000 


69,81,000 

54,89,000 


Total ... 2,22,65,000 2,85,26,000 


Share capital 

Total 

■•V 

SS. 

... 6,07,91,000 
52,09,000 

Interest due 


8,63,000 

Beserve fund 

. . . 

16,25,000 

Buildings and other funds 


9,78,000 

Profits 


13,22,000 


Total 

6,07,88,000 


340. Central banki^ have generally no difticulty in maintaining 
the required standard of fluid resoune for which the rule is a» 
follows : — 

(i) Fifty per cent of fixed deposits falling due in the next 30 

(hiN5. 

(il) Fifty per cent of current deposits. 

(iii) Twenty-five per cent of savings deposits. 

The main detects are tlu>se which naturally arise in a banking 
Bysteiii organiEed on u democratic and Hemi-}>]nlanthropic basis. 
The knowledge of banking in the staff and directorate is generally 
inadequate. They base their |>ractice on the totally inadequate 
experience which lias been gained in the short time they nave 
been working and are inclined to agree that as all has gone well, 
all will continue to go well. There is no doubt that much reliance 
is placed by depositors on the audit by the (lovernment and on the 
measure of Government control which is popularly supposed ll|| 
be more than it actually i.H but though there has been no trouble ^ 
50 far, the more these banks grow the more essential it is to rely 
on sound business practices as the basis for their credit and less 
on pl'otection and outside guidance. The main direction in which 
their weaknesses display themselves is in a tendency to give way to 
the demands of would-be borrowers and to grant loans for larger 
peiiods than is safe. These defects can only be removed by expe- 
rience and training of staff and appointment of capable directors. 
Further defects arise from the constant tendency to mix up philan- 
thropy, bueiness and politics. There is, no doubt, a philimtibropic 
aim in co-operation, but tliis cannot be furthered by granting 
loans from depomts with the knowledge that they will not be fully 
or promptly repaid. Such actions will only frighten off the possible 



d«p<M3itor». The aaxiety of directors to remaia in the limelight 
am of office-bearers to keep their offices result in .electioneering 
deeioee and in the sacrifice of sound principles to personal ambi« 
tiona. Slackness in recovering loans is in some eases the condition 
on which presidents retain their offices. The remedy is in propa* 
ganda and training for these evils will only be overcome when the 
best of the societies and of the members realise that strictness in 
conducting a society’s affairs and promptness in collecting repay* 
ments are essential if the credit sotueties are to finance the whole 
of agriculture and provide a better marketing channel for crops 
and industrial produce. Supervision can and does help to keep 
things straight and in that supervision Imth officials and non- 
official bodies are constantly engaged, but only in the intensive 
propaganda and training which these authorities and the instruc- 
tional courses can impart is the permanent slahility and large 
growth of co-operative hanking to he found. 

341. This co-operativc hanking agency is adetjuate for the present f^xpiinaion. 
developraeiit of co-operative so<Meties. It is oapahle of veri* great 
expansion on its present lines, Imt this expansion (‘annot with 
safety be hurried and any attempt to force the pace is likely to be 
disastrous. There are plenty of examples before us of what harm 
can be done hy unwise methods in hanking, hut the lines to l>e most 
fully developed are those whi(*li will provide for greater facilities 
in secniring fuuds and in providing credit facilities in lieu of the 
constant movement of large amounts of cash. The (»,o-operative 
hanking organization can itself provide nundi more facility for this 
than at pres<uit ; Init the existing coiu’essions of the (Government 
for the free remittance of funds for honn fide co-operative trans- 
actions between co-operative s<Kietie^ should he (‘ontinued and the 
limit to the amounts whiclt can he so remitted should he withdrawn. 

The justification lies in the need for developing co-operative credit, 
particularly for agriculture, and in the very meagre facilities for 
moving fuuds in a country where orgaiiizeil luiiikiug is almost non- 
existent outside a few large towns. This facility provides for 
moving funds l>etween places where there are taluk offices. To 
cajjiy the matter further some assistance is ilesirable through post 
at a distance from such places. Money orders are an expen- 
sive way of moving money. 8o is the insure<l post, though to a far 
less extent, but as a matter of fact the insured post cannot lie 
taken advantage of everywhere. The concession that would be 
most valuable would be a redacted rate for remittance by money 
order where there is no taluk office within five miles of the post 
office used by the crerlit society. 

342. If tniat funds could be made available to co-operative Tmtt lands, 
central banks, this might bring a vast amount of capital which can 
be brought into circulation for the benefit of rural India and 
peiuaiisive legislation for this purpose might be introduced with 
adequate saf^ruards lor their security. 
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343/ Any credif organisation in rural India cornea down ulti- 
mately to the ryot, the cultivator, and it must be recogmied that 
the eeaeatial for credit is foresight and an active realisation that 
the immediate requirement must be met only with a due considera- 
tion of more distant possibilities and requirements so far as these 
can be foreseen. For example, a creditor can safely lend only to a 
person who recognises an obligation to repay as in the case of a 
merchant borrowing to purchase goods to a limited extent in 
anticipation of the sale of those goods at a profit but not in the 
case of a man who having an income only sufficient for the current 
needs of those entirely dependent on him intends to borrow for 
fin extravagant and imremunerative object. 

344. It follows that a person without some strong assurance 
of a future income can have no credit and a |>erson living a hand- 
to-mouth existence cannot be relied on to make any sacrifice of an 
immediate desire in favour of a greater though more remote benefit, 
and wheii as in the case of agriculture the greater and remoter 
benefit is also a precarious one dependent on the vagaries of 
seasonal conditions it is clear that the poorer of the ryots cannot 
be relied on to any great extent. They will sacrifice the future 
to the hunger of the moment. They will borrow beyond their 
power to repay and they mil spend extravagantly what they can 
borrow; they will evade repayment. A fatalistic attitude induced 
by experience of good and bad monsoons fortifies them against the 
disappointment of a bad season, but it also weakens their deter- 
mination to retrieve their position ; if the future is left to look 
after itself there is no sound basis for credit, 

346. Agricultural credit is, therefore, particularly in tracts 
dependent on local rainfall, in India on a somewhat precarious 
basis. It requires to be strengtliened by guarantees stronger than 
any yet devised. The co-operative credit society is in itself not 
adequate because in a rural scK'iely all the members are in the 
same boat. Their interests are all the same and pressure to repay 
can only be brought by bringing into play some outside interest; 
a stronger power to collect is requited in the hands of an inde- 
pendent body. More precise charges on crops in- favour of creditors 
providing loans to assist production must not qidy be created on 
the produce but must be enforceable promptly 1^|td the promjyt 
punishment of any one acting in a manner deleteriotis to the 
interests of those charges will go far to indnciF a stronger sense 
of responsibility and consequently to ensure a^nafer ground for 
credit. 

846. The 68 loan and sale societies which have been started 
in this Presidency require more than a mere passing mention. 
Four are large ones and their main object is to facilitate the sale 
of cotton brought in by ryots and advancing money on it and to 
arrange for its ginning, grading and side. Further it is intended 
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tbai ia conjuaciLoa with the Agricultural Department it should 
ohtam, distribute and recover pure strain need produced in tlie first 
instance by the Agricultural Department, 

347. The other societieH are Hiualter ones; their object is to 
build or buy or hire a godown in which a ryot can store his prtiduc'e 
and sell it at his leisure. These smueties, to obtain loans» pledge 
the goods to the central bank. Such loans are passed on to the 
ryots and the ryot gets his prmluce or delivers it to the purchaser 
oulj" on repayment of his loan to the society. lie is enabled to 
sell it as he sees fit but these KOt*ieiies are at least in the early 
stages not in a position to employ the expert staff necessary to 
undertake the joint sale of the prodxice on behalf of the ryot and 
the very fact of the ryot being able to pay off the advances ou the 
crop at once while being free to sell at the best terms available 
instead of being bound to sell to a specific creditor on the latter's 
terms is in iteelf a <*011 si deruble advantage. He is not encouraged 
to hold up his crop except in the iuise of food grains whi<di have 
usually marked seasonal fluctuation in price. 

348. These societies are linked with co-operative credit societies 
which themselves do iinich short-term business on crops but they 
have generally no godown ac<*omniodati<»n ^ for the jjurpose. Tlie 
correct line of business appears tt» be for the village society to 
advance for cultivation loans repayable at the harvest when the 
produce should go into the godown ami tlie village sot‘iety be repaid 
by a loan on the produce, this loan being repaicl in full 
ou the sale of the grain. An individual member of a society 
handing over his produce as security for a loan is not liniite<l 
by his individual maximum borrowing power in the amount 
he is permitted to borrow and when the c ustody of produce is 
handed over to the central bank the soc iety is itself not limited 
to its maximum borrowing |K>wer. Turban banks are encouraged 
to open current accounts and to act as a transmitting agent and 
to charge a commission if iiec-essarv. 

349. Hitherto only a few godowns have been constructed and 
the slow progress is to be attributed largely to the difficulty of 
making an ex[>ejasive godown pay when it is used for storing crops 
only for a few months in the year. The transactions of a few loan 
aiicl sale scxieties are incl legated helow : — 
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We consider that every attempt should be made to foster the 
g^a^tb of such aoeieties* There should be a godown society amihible 
for every group of credit soineties and these should in course of 
time be linked up into a co-operative marketing organisation. 

Another form of oo-oi>eraiiYe siH'iety which is iudiretdly 
ossistiiig the ryot is the agricultural demonstration society. Its 
object is to demonstrate the financial value of the Agricultural 
Department’s advice by cultivating land in plots half by the liHal 
metluKls and materials and half by following in all respe<‘ts the 
AgriciiHiiral Department s advice. An example of results is shown 
in the following table: — 


AgriouJiiitti 

deauonstritUan 

fooistie!* 



Betnlti of tl>e first sod secood ert^ of the deiiM>nstratioa area of the Lalgndi Sivagnanam Co-operative Agricnltural SocietT 

for 1925-26. 
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Such iiuprovemeuta and the poeaible financial reaulta of their 
inlroduetion cannot be ignored by any one interested in the finance 
of and profits from agriculture. To enable the co-operative societies 
to recover their dues more readily, to strengthen their position in 
regard to debts due to them, in accordance with a recommendation 
of the Townsend Committee on Co-operation, it has been suggested 
that Transfer of Property Act be amended to provide that subse- 
quent mortgages by borrowers from a laud mortgage bank should 
be prohibited as long as loans to the land mortgage bank were 
outstanding. • 

, %l. A Bin to amend the Co-operative Societies Act is now before 

the Government of Madras and it provides that a loan for the 
purchase of seed, manure, cattle, implements, etc,, should be a 
first charge on lands purchased or improved, on godowns or build- 
ings purchased or built with the loan and the immovable property 
mortgaged in respect of loan. Similarly a loan taken to raise crops 
should be a first charge on those crops. These are in accordance 
with the recommendations of the Townsend Committee whose other 
recommendations are embodied in the Draft Bill in the provisions 
to empower the Registrar to distrain the movable properly of a 
member in arrears and to enlarge tbe powers of tbe liquidator wind- 
ing up tbe affairs of a society. 

352 We hav(‘ hitherto only dealt witli the co-operative banks 
lending on shaie capital, reserves and dejmsits. This, we have 
observed, provides funds, well enough for agriculture, marketing 
and other short-term needs and long-term requirements to a limited 
extent up to five years. Tliere is a constant demand for long-term 
mortgage loans. The mortgage debt has been referred to in 
Chapter TV and the need for other long-term loans in Chapter VI. 
The facts that the co-operative banks were, until a very few years 
ago, lending for ten years and that in some districts a large 
proportion of the funds are still out as long-term loans are indica- 
tions of the demand for long-term money. Even after allowing 
for the fact that a ryot will naturally not agree U) repay a loan 
in six months if he can persuade the creditor to accept repayment 
o\'er fen year.*<, there still remains an ample demand for ten or 
twenty year loans to enable rvots to pay off debts at higher rates 
of interest and to obtain funds for expensive improvements to his 
land. 

363. The only sc heme so far devised is the system of land mort- 
gage banks which has been established in this Presidency. This 
has been fully dealt with in Chapter VI and it is unnecessary to 
repeat that material hc-e. To ensure the most rapid development 
of co-operative enterprises we consider that the Registrar of Cih 
operative Societies shorild be assisted by an officer conversant witll 
the businesvs side of agriculture to look after and develop loan 
and sale societies (godown societies) in all important centres, to 
study and foster all forms of co-operative societies for the marke^ng 
Vd. 1-22 
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of produce and it would be for him to eee that the inetitutes- we 
also in a position to give instruction on all commercial subjects which 
directly affect the ryot. It appears to us that an intimate know* 
ledge of the commercial aspects of marketing is of more importance 
to such an officer than a technical knowledge of how to grow the 
best crops. It will be his department to look after the crops as it 
is for the Agriculture Department to see that the best and the 
biggest crops are grown. 

AlMndia 354. There i^ at present some interchange of funds between 

provinces by the fact that the Madras Central Urban Bank has 
from time to time lent funds to other provincial banks. DoubtlcvSs 
the establishment of a co-operative bank for the whole British 
Indian Empire could facilitate the remittance of co-operative funds 
from one province to another but we are not satisfied that other 
provincial co-operative banks have reached the same standard of 
credit and it would not be reasonable to expect all provinces to 
participate on equal terms in an All-India Bank when it is not clear 
that all provincial banks are on the same level of financial stability. 
If the central banks in each province are unable to obtain the funds 
they require on the streiigtli of their own credit they must improve 
their credit until they can but there is a vast difference in the 
lending rates of tlie different provinces and an All-India Bank 
would find itself in great difficulties in dec iding at what rate to 
lend to different provincial apex banks. Doubtless the Madras 
Provincial Bank would find in this way an easy method of investing 
its surplus funds at a profitable rate of interest but it would have 
* the effect of keeping uj) the rate of interest to rural societies in 

Madras and funds which should go to the Madras ryot would be 
diverted outside the Presidency in precisely the same manner in 
which the Nattukkottai Chettiyar funds have now gone else- 
where. We therefore c^onsider the institution of an All-India Co- 
operative Bank to be premature. Tlie difficulty of establishing such 
a bank when the law on co-operation varies from province to province 
and is in each under the control of the Legislative Council is one 
which could readily be, got over but we do not feel called upon 
to go further into that matter in view of tlie opinion which we*' 
have expressed on the merits of the general proposition. 


355. The relations between the co-operative banks and the 
MuiM Imperial Bank of India in Madras have been most cordial. The 

wilb Iioperial Bank granted cash credits to the Madras Central Urban 

Bwalc. Bank and district central banks (including the Christian Co- 

operative Central Bank) on the security of rural credit societies’ 
prO^notea certified by the Registrar as genuine. The credit so made 
available at a flat rate of per cent was to be utilized for short- 
term loans and for the fluid resource of those banks. The losses 
made by central banks from the rural credit societies whose pro- 
notes were thus pledged have been mitirely negligible; with one 
or two rare exceptions of trivial sums no dues from unlimited 
liability credit societies. to central banks have been written off. It 
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nmftt therefore be taken that these pro-notes are good security. 
That they are less readily realised in a crisis than trade bills or 
OoTernment paper has not been disputed but they are probably 
more readily realisable now than they were a few years ago for the 
proportion of short-term loans is steadily increasing. The Imperial 
Bank has, however, seen fit to require co-operative banks to replace 
over a period the co-operative societies' paper by Government 
paper. The question of uniformity of practice throughout British 
India can hardly arise when there is no uniformity in credit or of 
the development or stability of co-operative banks. 

356. There is, however, another aspei t of the matter. It was 
on the advice of Sir Bernard Hunter and with the complete concur- 
rence of Sir Norman Murray that co-operative central banks used 
this overdraft as fluid resource. There was no speeifit aiion of the 
proportion of fluid resource which should be j)rovided in this man- 
ner but certain central banks relied almost entirely on this overdraft 
and on their own fund to a trivial extent in fimling fluid resources. 
This was undesirable and unsafe. Tim overdraft was never 
guaranteed and the result of reliance on it in a crisis might have 
disastrous results. The TownstMid Committee on Co-operation in 
Madras recommended in a minority report signed by the President, 
Mr. Stocker of the Imperial Bank of India, and Mr. Ellis, that 
the co-operative banks should provide from their own funds apart 
from overdrafts which were liable to cancellation a greater amount 
of their own fluid resources. In view of the Imperial Bank's 
attitude requiring (jovenimeut paper as secxirity for cash credits, 
a form of security which can be pledged anywhere without favour, 
we consider that the co-operative banks should no longer be required 
to deal solely with the Imperial Bank as they have hitherto been 
required to do in consideration of the facilities which they have 
been enjoying for some years. The position ol the Imperial Bank 
as a bank granting credits is not to be confused with the treasuries 
which are being run on behalf of the Ooverninent by the branches 
of the Imperial Bank. Nor can they be considered in regard to 
the question of remitting funds through treasuries free though 
doubtless if such remittances were not made by the treasuries by 
remittance transfer receipts the Imperial Bank would get the 
busii^ess and make a profit out of it. 

357. The relations between the co-operative banks and joint 
stock banks and other banking institutions are negligible. 

358. There is competition between co-operative central banks 
and other banks in certain respects, in particular in obtaining 
deposits. This competition appears to us to be fair and the co- 
operative banks do not generally offer higher rate of interest than 
is necessary to obtain the funds they require. This is demonstrated 
W the fact that they have not got any very great excess of funds, 
l^e apex bank borrows at rates which vary from 2| per cent to 
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per rent while district bauks are not allowed to offer a higher 
rate than | per cent less than the C per cent at which the apex 
bank is prepared to lend to them. 

y69. Tlie other direction in which there is competition is in 
produce loans. It has not reached an acute stage and is generally 
not felt; but when co-operative societies are lending money on 
crops to enable the ryot to get the most he can from his crop it 
is bound to tell on the business of another which is lending to 
incrchants in order that they can hold up the same produce for a 
market. The effect on the consumer is the same. The one ensures 
the gain to tlie grower, the other to the intermediary. Neither 
will entirely oust the other. But the co-operative bank cannot in 
the end fail to affect the pawn-broking business of other institu- 
tions alH(». We do not consider that any steps should be taken to 
lijnit this activity of co-operative societies, on the other hand we 
consider that more facilities should be offered for constructing 
godown (rat proof in plague-affected districts) so that the profits 
of agriculture should go with more certainty to the cultivator. 


CIIAPTKH Xir. 

Acts fou crotkction oi Agriculturists. 

3C0. There is in tliis Presidency no general Ac t to restrict the 
ulieuation of land by ugriculturisis and consecjueiitly the ryot is 
able to get the full benefit of its value for agricultural purposes. 
There does not appear to be any body of opinion in favour of sucli 
a measure nor any great occasion tor it. It is true that land is 
constantly changing hands; the value of land the sale of which 
has been legistered for the last ten years has been quoted in 
Chapter 11. But it has already been observed that this change is 
on account of money-lending and the chief money-lender is the 
ryot. Consequently the l)ulk of change is from one ryot to another. 
This is in fact the case. Land is, it is true, passing into the hands 
of the money-lender hut not to an alarming extent or at any 
great pace, nor a[)parently does it usually remain with him for 
long. 

^361 . Any restriction on the sale of land would of course imiiiedi~ 
ately reduce its saleability and consequently its value, but there 
are, examples where the restriction has been made without this dis- 
advantage. It was customary for the Government of Madras to 
grant land to the depressed classes for their cultivation^ on condi- 
tion that they should not alienate on penalty of cancellation of the 
grant. The first result was that they could not cultivate it as 
they could not raise the necessary loan on it to break it and bring 
it under cultivation and naturally it was generally not good lan^ 



li mukB therefore agreed that the rvot should have power to moil- 
gage it io a co-operative society to mise funds for cultivation and if 
it was necessary for the co-operative society to proceed against the 
member to recover the loan the co-operative stK^ieiy should have 
|>ower to sell the land in the open market. In this way alienation 
was restricted but the lull value obtained for credit purposes. 
The principle has not l>een applied in other cases but >ve consider 
that the alienation ol land should not l>e restric'ted to a greater 
extent than tliat allowed by this system. 

»i()2. We have observed that tliere is no general Act, There is, 
however, the ‘Agency Traces Interest and Laud Transler Act’ 
which aj)plies only to the agency tracts of tianjam, Vizagapatain 
and (i^mlavari districts. Its main provision in tliis respect is that 
a transfer of immovable pioperty unless it be to another member of 
the hill tribe is void it it has not the assent of the Agent to the 
(ioveriior, and if a transler l>e nuule in contravention of this provi- 
sion the Agent may, on tlie application of any one interested order 
ejectment of any person in possessi<ui claiming under the transfer. 
These provisions are, however, almost (Uitirely neglectetl and the 
hillmeii generally allow' their ( reditors to take possession without 
protest ; conseipieritly land [masses <»ut of the j)ossessi(>n id the very 
unsophisticated hillinen. It is also suggested that another reason 
wliv no ap[)]ication is ever made to eject those who get possession 
of the hillmeirs laud is that Khorols are afraid t liai if they file suits 
against the sou'car lu* will refuse to give theni advances in future. 
The co-opeiati ve society should here step in for, clearly, in such 
circumstances when (he hillmen are primitive and uneducated folk 
and are being e.vploited by less scrupulous luouey-lenders and 
tradesmen from the plains there is an opportunity for well-managed 
co-operative societies to do useful w^ork. 

dOd, We have received u large number of reports, opinions and 
statement.s to show" to wliat extent the Usurious Loans Act is 
applied, how' far it is effective in <‘oiiti ihuiing to the end sought, 
that is, the discouragement of im»ney-lending at usurious rates of 
interest. 

364. There is, w^e find, a considerable degree of disparity in the 
extent to whicli it is applied in the various (‘ourts and also in the 
manner in which it is a])plied, but it is entirely wrong to sugg^ 
that it is not used or that it is a dead letter. The statement below 
shows the rate of interest sued for in a large number of cases 
reported by the civil courts. The last line shows the number of 
cases in which the rate of interest was reduced. This reduction 
was not always made in accordance with the Usurious Loans Act, 
for a number of cases in which the rate of interest was reduced 
to 6 per cent from the date of filing the suit has been included in 
the hurt’s statements ; these have as far as possible been elimi- 
nated and Also one or two reports in which apparently only snjLts 
in, which the interest had been reduced were included, have been 
e^Kelnded. 
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$66. This Btatement thea^ shows the pravaleut ratae and the sub* 
sequent one shows in detail to what extent interest has been reduced 
in a number of suits taken at random: — 
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Ninaaber of owes in which interest was reduced hy civil ootart to— 
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Two preliminary points are of interest. Firstly, it is 
thought in some courts that a iudge cannot apply this 
Act suo moto but only on the application of a party. We 
consider that it should not be left open to the slightest doubt 
that a judge can and should apply it of his own motion whenever 
the interest sued for appears priina facie to be unduly high. It is, 
however, difficult to see that anything can be done in the large num- 
ber of cases in which the defendant does not come to court and J!n 
parte decree is passed. Secondly, the opinion is expressed to 
us that the Act is so worded that it leaves in section 3 rooin for too 
much argument and that whether the rate in a particular case is 
usurious or not is too much a matter of opinion considering all the 
circumstances on whic^h there is scope for almost unlimited argu- 
mmt Snd evidence. 


is itt fact suggested to us that the law should^ be amended 
fixing defivdte liiilit. It must be observed, however, that this 
wouid be quite at 'Variance #itb the principle of the preeent Act, for 
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recoguizen th|ii circumstances may justify a high rate in one 
case irhile In another the circumstances are so difterent that the 
same rate would certainly be usurious. To fix a precise standard is 
to fleny such elasticity and removes from a judge the duty which 
is undoubtedly his of forming a definite opinion on the facts of a 
particular case before him. Doubtless it results in some cases in 
•tie establishment of a * court rate ’ of interest, but even that is 
ligid than a provision in an Act of the leginlature. In certain 
(‘Uses, e.g., suits for rent under the Kstates T^and Act, the rate of 
interest has been limited by law but it liardly seems practicable 
to make such a limitation applicable in all cases ; nor do we 
consider that it woxild he effective. 

307. There is in the Agency Tracts Interest and Land Transfer 
Act provision that no loan to a ineinber of a hill tribe shall bear 
interest at more than 24 ])er cent, that it shall not be compound 
iiiteiest and that no decree shall he given for an amount of interest 
in cv<‘(*ss oi the principal arnr)nnt. This is a definite provision 
applicable iri tlie case of a number of primitive tribes in the forest 
and hills of the agency tracts. Little advantage seems to have 
been taken of it. but it cannot be taken as an argument in favour 
of .sii(‘h precMsp legislation elsewhere. 

308. From the facts and opinions before \is it appears that effect 
is given to the provisions of tlie Usurious T^oans Act in two ways. 
The interest sued for is cut down by tlie judge in many cases and 
it is, for instance, the rule of one judge never to allow interest 
liigher than 24 ]>er cent. We are not prepared to suggest that 
interest at lower late than this is not on occasions usurious but 
clearly there are at the present stage of development in this country 
a large number of <‘ases in which it could not be so regarded. 
This practice, however, has one beneficial effect which has in 
several rej>orts been represented to us and that is that the plaintiffs 
nr pleaders of their own motion cut down their interest to what 
they think must he reasonable in the eyes of the court and if it 
IS known that a court will not pass interest above, vsay, 24 per cent, 
nohodv takes the troiible to sue for and be taxed on interest rates 
at a higher rate. There is consequent! v in this way a very great 
(heck on interest rates witlioiit tlie application of the Act and the 
principle applies which we have observed in other matters of a like 
nature that the existence of the lawful power is adequate and the 
need io use it arises only when it is withdrawn. 

m 369. According to the judges who have given us the benefit of 
their opinion the development of co-operative credit societies has 
had considerable influence in reducing the ra^ of interest but on 
the other Tmnd there are malpractices which this Act alone is unable 
to check, 

370. If* as one judge has put it, the money-lender takes a docu- 
ment for double or treble or four times the amount actually advan- 
ced and adds to it a provision for interest at an appareioitly^Just 
rate and keifis accounts in accordance with th^ Jbond*„ wheSl, as is 
often the case, there is no extraneous «¥idence to indicate wltat was 
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actually lent, the court is powerless to grant any reliel^ Yet this* 
i«t a t^mmon practice which has appeared in the evirfenca J)6fore 
us aitd is reiterated hy judges and har ussociatioiis whom we have 
consulted. 

371. It may be as was remarked to us that * many of the borrow- 
ers are unscrupujous rogues, ' but this is beside the point in th% 
present matter. The villainy of borrowers must be otherwise pror 
vided for, not hy allowing high rates of interest as a penalty for 
lack of conscience. 

372. There are in fact a munher of ways in which the Usurious 
Loans Act is evaded. We have referred to the pi art ice of writing 
documents of sums greatly in ex<*ess of wliat was given. It is 
j>ossible in writing a fresh <lo(*uim*nt to make no referenet* to tlie pre- 
vious one in wliieli no en<husenieiit of dischaige is made : both are 
then treated as subsisting or again the I'ontinuity of bonds is broken 
by taking tlie new one in the name of some agent or ginnasta so 
that there is no evidence of previous transactions he leopened. 
Such [iractices go far to defeat the olijec is of th«' Insurious T/oans 
Act and measuies to c<muier such pnolites will he dealt with 
elsewhere. 

373. In regard to the Usurious Loans Act wc are of opinion that 
it is f>nlv necessary to make if ( learer* that judges sliould use it at 
their d iscretion. 

*574. A\’e have liad numerous representations made to us to the 
ettect tliat the Insolvency Acts arc heing more and more used hy 
dishonest debtors to evade fiay merit of their debts and that this is 
facilitated by tlie delay lu li<|uidation [uoceedings by tlie official 
rei'eivers. The Act does not appear suitable for use by ryots and 
otlier small debtors in villages, for theie is far too much si'ope for 
evasion. It is possible, on the other liand. for a debtor to multiply 
his creditors hy fraudulent pro-notes and .so to cheat Iiis true (*redi- 
tors out of a considerable proportion of their thies. Similarly it 
is possible by collusion to produce the necessary amount of debt t4» 
bring a person within the terms of the Act. 

375. Even apart from the question of collusion the Act is criti- 
cized on hehalf of the bankers and money-lenders as providing far 
too much sc'ope for delay and prevarication. Few precise imgges- 
tioiis liave been made to amend the Act, but tlie ciiticdsm appears 
to be directed more against tlie manner in w'hich the Act is adraintH- 
tered than against the Act itself. The Multani Shroffs’ Association 
lecommends that the law ‘ .should he so revised aaid simplified tA 
a.ssnre expeditious disposal of claims . and to insure quick 

collection of assets and distribution to the creditors They do not, 
however, indicate how this is to he done. The same demand has 
been made a dozen times hut no more precise recommendation has 
been ns^de to us. A number of times it has been represented that 
the ddmy in dealing with insolvency petitions gives fkr too much 
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for the debtor to necrete or alienate Iiijs pro|)ei*ty. This 
appliefi botli to delay in pa.ssiiig orders in court and in realizing 
assets when the matter has passed into the hands of the official 
receiver and it applies particularly to all luufassal cases arising 
outside the large towns, 

{176. It has been suggested that these courts should have power 
on the application of creditors to appoint trustees instead of the 
official receiver and that these trustees >vould speedily get on behalf 
of the creditors the be.st that can be extracted from the bank- 
rupt’s property. It has been urgeeb on the other hand, that this 
pro|H)sal would entail the li([uidation of assets not with any idea 
of getting the liesf <mt of theni b\it (»f merely getting etiough 
or ns much as [xissilile for the creditors and it has been pointed 
out that any action whicli would diminish the |>i‘f>tection obtained 
))y btinkni[)ts from the ins<dv<*n<y law n?ight adversely affect 
trade. 1’he difficnlty is one which calls rather for administra- 
tive than legislative action. It is not an integral feature of 
the Insolvency Act that (here should he-great delays in winding up 
(he affairs of hankrupts. We recommend that the official receivers 
and assignees should he ]^ernlanent salaried (rovernment ofli(‘ers 
and that the civil courts should he recpiired to deal more expedi- 
tiously witli insol veiH^v and see tliat offic ial receivers and assignees 
take all possihle stej)s to realize assets and wind up l)ankru|)tcies 
with tlie luinimum (lelay. 

377. Tile (juestion of inscdvency willi reference to tlie official 
receiver* or assignee is <‘onnected with a further piohlein. AVhile 
the Hegistrar of Joint Stock (\)m|)anies is responsible for register- 
ing ('oinpanies and seeing that their* artiedes of association fall 
within the four* corners of the law and tlie teiiiis of the Indian 
Companies Act are ccmiplied with, he lias no means of ascertain- 
ing and indeed is not expe<‘ted to ensure that the (‘oiiduct of tlieir 
business is in acM’oi’dance wdth their artiides and tliere are no 
malpractices. It has been presumed apparently that the sliare- 
holders liave sufficient powers and are sufficiently alive to tlieir own 
interests to discover and deal with any fraudulent practice, hut 
tliis does not appear to he tlie case and tliere is no adequate autho- 
rity to look to the interests of the shareholding and depositing 
public and to invest their savings more than they have done in the 
past it is necessary to provide more adequate safeguards. 

378. Again, a person or firm may go into liquidation and an 
official receiver he appointed. II is Husiness is to see that assets 
are realized as completely and as quickly as possible and creditors 
lose no more than is unavoidable. He does not examine the con- 
duct of the bankrupt prior to liquidation to ascertain that no 
offence has been committed. We consider it desirable that records 
of liquidated firms he scrutinized to ensure that the liquidation 
has not (*ome about by culpable action by the management by an 
official competent to judge and to order prosecution if he copsiders 
it necessary. 
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879. For these reasons we reeoinmeud tlie appointment of fix 
official whose thities have, we think, been sufficiently indicated in 
the preceding paragraphs. 

dSt). The system of registering interest in land in this Fresidencj^ rsocrd 

is done by tlie Itevenne Dej)artment wliich maintains a series of 
registers overhauled every tliirty years at each resettlement, main- 
tained up to date by the karuam and the taluk office and checked 
every year at the jamabaiidi. These registers show the occupants 
of all laud, the names (d all j>attadars and the revenue fields or 
subdivisions of fields im luded in each patta. If this were curreel 
and authoritative, it would form a basis for the la'cord of rights, 
but it is maintained ami ha.^ always btuMi maintained solely to 
facilitate the collection of land revenue. Il sliows the names from 
whom land revenue is ordinarily demanded in th(» first place. A 
patta is not a title to land; it is merely a statement of ac'count and 
is in tlic naiiH* (d the |je?son believed to be responsible for the pay- 
ment (d the sum bnt tliere is nn guarantee that peusons whc>se names 
aic ill the patta, or any olliei- sm h record, an‘ the rig-htfiil owners 
of the laud, nor does it prove that (hey have any title to (he laud, 

dMi. CJuite apatt from what Is done in the Kevenne Department, Preiaint 
the Heg-ist rat ion Dejiait imuit is maintaining om» register showing 
all tiausters and encunibi ances (*ver land. It maintains thes^ 
registers in sueli a iovni that all emuuniirances created, all trans^ 
actions reg-isteied in legard to any |)i<‘re of lan<l or any patta are 
shown in their place against that survey (O patta number. I're* 
vioii>ly it maintiiined a legister or series of legisters in elirono- 
logical oidej showing all mortgages, etc., registered seriatim; now^ • 

they maintain under tlu* revised system in addition to the register 
c’ontaining cojiies (d the documents, index regisieis* foi* eacli village 
show ing all encumbram es and transactions registered in regard to 
any ]>ie(‘e (d land by its survey aiul patta numbers. Although this 
statement is autlioritati ve m regard to every transaction so regis- 
tered, it does md follow’ who is the tightful owner of the laud, 
except in cases where an outright sale has 1>een registered, 
assuming that no benami transactions can be recognized. It 
must be admitted that if benami transactions are to be recognized 
a record of riglits loses very much cd its value. To make this 
record a complete record of rights it will be necessary to ascertain 
in each case who is the rightful owner of every jiarcel of land 
and this would be a task of very great magnitude. FiVen if one 
'Went to the length of making such an eiujuirv and preparing an 
authoritative list of ownership of lan<l, at the deatli of a registered 
owner it would be neces.sury to provide that the successor in title 
should register himself and make other provisions for bringing 
the register up to date I.j tlie event of his failing do so. The 

difficulty of creating such an authoritative registry of all titles 
to land in the first place and subsequently maintaining it are 
clearly very' considerable. No dotibt in some respects the Revenue 
Department’s work might be facilitated, for instance, by providing 
that any subdivision registered in the Sub-Registrar’s office should 
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be demarcated on the field and entered in the revenue accoUnls 
whether one of the parties objected to it or not, and they would 
thus be exempt from enquiry into a A'ery large number of village 
disputes in regard to the subdivision of holdings. As tlie Hegistra- 
tiou Department's system now siands it is a simple matter now 
for any one interested in land to get u certificate of all enciun- 
brances that have been created since the institution of the revised 
rules. We consider that an authoritative register showing owner- 
ship as well as encumbrances over land is desirable but are not 
prepared b) recommend that more steps be taken in the registration 
of eu(‘umbrances until more experience is gained with the present 
system now in force in the liegistration I)e|>artment . 

382. Tlie system in birce has particular application to ryotwari 
tracts and to the zamindari an<l oiliei* areas which have ))een fully 
surveyed. This register is, however, lacking and mu.st be lacking 
in precision in regard to unsurveyed areas and the system cannot 
completely and adequately cover the whole Presidency until tliere 
is a complete authoritative survey of all lands in whicli private 
rights exist. 

383. This record of title is of < less (‘omplete than tin* re(‘Oid 

of rights c(>ntein])lated by the Estates Land Act, for it does not 
include any lecnrd of such items as rent, water riglits, easements 
and the like, but toi- the i)urpos(‘ of raising ciedit and for inform- 
ing a prospective lender or buyer of otl»ei‘ people's interests in a 
particular ])ar(‘el of land, it is a great improvement on the j)i‘evious 
system. It only remains to eontinue it diligently \iutil in the 
eours(* ot time it j)rovides a complete register of title to all lauds. 

384. We have had a number of complaints from the money- 
lending I'omm unities that delay in courts is a serious obstacle to 
the realization of dues. Tltc delays are serious. The civil courts’ 
statistics for 1928 show the following figures: In the District 
Muiisifs’ Courts tlie suits pending weie instituted as follows: — 


Insiitnted in the yexr. 


1 










j 

1912. 

1916. 

1917. 

1918. 

1 i 

192e. 

1921. 

1922. 

1923 


(1) 

(2) 

(3) 

(n 

1 (^) 1 

(6) 

(7) 

(8) 

(9) 

Number pending in 
1928 

1 

2 

1 

5 

1 

! 

8 

i 

8 

! 

26 

33 

51 


Instituted in the yeai*. 


*— — 

1924. 

1 

1925. 

1926. 

1927. 

1928. 

Total. 


(10) 

(<i) 

(12) 

(13) 

(14) 

(U) 

Number pending in 1928 

126 

410 

1,331 

6,302 

43,217 

&1,62S 
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Tlie uvf*iag'e j>euilfnH*y of < (»iite.s!ed ordinary suits was 10 months 
and of tuicou tested suits mouths while iu individual courta the 
av»rag© went as liigh as 1 year and 7 months for contested and 4 
months for uncoutested suits, ('ontcsted small cause stuis t<K>k 

on the areragre 100 days, hut in some courts wont as hig^h as 
tlays, while for um'ontested suits the averag^e for the Presidcn<*y 
was 52 days and the higrhcst court’s averag^e was 115 days. 

385. Similarly in the suh-<<mrts, of suits pending — 

2,231 were instituted iu 1028. 

1,099 ,, 1927. - 

439 ,, ,, 1926. 

174 ,, ,, 1925. 

(‘untested s\iits took on tlu‘ awrage 5(>S <ia\s, i.i*.. I \ear 4 Uh 1 7 
months, while mi(‘oiitested one's took 3 months. In individnal coiu'ts 
thf‘ hitrliest averiijre was 902 <la\ s anti in contested small eause 

court suits tlie average diiiation was (► months and 2 months 

for sueh uiK'onlested s\iits. 

♦ 186. Turniim n(»w to the di>tiict couits we find that the life 
(d eonteste<l suits ha<l ris<m to an avt'iage of 56t) du\s. i.e.. years 
while it took on an average 146 <lays. i.e., about •’) months to disjiosl' 
of an uiK'ontested suit. 

•387. Again turning to appeals, in the distiiet and snhoidinate 
judges’ eouits tin* average liuiation of a eontesled ap]>eal is 427 
days, i.e., 1 \eai* and 2 months and 7 immths if not I'onlested though 
in one eourt the average for 79 appeals was 942 days — 2 years and 7 
months. The average duration of a^ipeals against muiassal eourt 
orders was 1.249 days — ahoul 3^ years. 

388. It does not follow from these figures that a suit hy a money- 
lender to recover casli on a pro-note will o<‘Ciipy tin* a\'er’age, for 
it is the drawn-out eom })li<*ated t ast's that send up ilie average, ]>ut 
at the same time out of 233.(»2(» suits filed hefoif* sid»divisionul 
courts 186, '570 were for money on mortgage properties whih* all the 
small cause court suits are of tliat category. Tliese money suits 
in fact constitute the great hulk of suits filed and their <luiatioii 
of which we have no figure .sejiarately must contrihute largely to 
the average. 

The delay does not stop wlien a dei iee has heeji gol. 'Die diffi- 
culties of a litigant in India hegiiis according to Sir James (Jolville, 
when lie has obtained u decree. A bank wants cash iio< a mere 
decree and when execution is s<mglit, there is all the delay of serving 
notices, attaching and bringing jirojierty to sale and getting the 
sale confirmed. In many cases execution is infructuous and iu 
1921 in only 16| per cent of the apjrlications for execution in courts 
other than village courts in this Presidency was full satisfaction 
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ojbiainedy wliile pari satisfaction was obtained in another 7 per 
cent. There were in that year tidy, 4*^1 totally infructuous 
applications. 

3H9. The (’ivil Justice (’oiiimiticc have gone into the matter 
and have given various reasons for llie delay both in litigation and 
execution and we do not pro[>ose to conuiient further on the matter 
beyond observing that such delays, whatevei- be their cause, [dace 
a very severe handii ap on any banking business if the clients have 
a predilection for litigation. The delay in getting a decision in 
coiuT and the [lossibilities for procrastination and tlie scope for 
evading the execution of a decree must be reflected in the rates of 
interest to all. The loss liy being compelled to have recoui.se to 
the courts to recover dues is .so considerable that tlie interest must 
be charged at a higli rate to rover that loss and the ready payer 
must pay for the others who (annot or will not repay in full; so 
that tliere is here a strong argument against juoinpt paymeu*, u:h1 
any one who Jiays on the due dates comes to he regarded as more 
foolish tlian his fellows. Quicker decision and [>ronipter iiid moie 
eflective execution are essential if better facilities are to be given 
for cheap credit. 

dlfO, The legal oi)s(acle> to tlie recovery ot loans aie [uincipally 
in tlie delays and expenses in conil. These and the Insolvency 
Act. arc dealt with elsewhere, hut the difficulties in the way of 
estahlisliing a title to property with certainty are also complained 
of. The recognition ot benaini claims in court has introduced a 
complication and so long as it is possible to plead in (‘oiirt that 
though one person's name appears in tlie lecord of title or sale- 
deed anotlier person is intended and the latter is the real owner. 
Tt is useless to insist on conijilete i egist lat ion of all titles and claims 
in real estate if tliey are to he vitiated by benaini claims. A 
definite refusal by (oiirts to consider any lienanii claim would soon 
put a stop to the practice of sliowing transactions in the name of 
another, for one naturally presumes that if tlie real nature of the 
transaction is to he hidchm under a false name there must be some 
ulterior motive for the subterfuge. W(‘ therefore consider that 
courts sliould be prohibited from (’onsidering a plea that a trans- 
action is benaini. 

d91. The title to land is now registered in eveiy siib-registrar’.s 
office and this will undoubtedly facilitate raising credit on such 
property but it will not get over tlie complications arising from the 
Hindu and Muhammadan Taiw of Siu'cession to, and rights in, 
I)eraonal or family property. The difficulty of realixing against 
claims based on this law is doubtless one of the factors which keeps 
up the rates of interest in India hut its elimination is a problem 
for which it is impossible to suggest a solution in the time at our 
disposal. 

tf92. The cost of litigation is a further difficulty to be faced by 
any person seeking to recover his just dues through the hw courts. 



J. To re<ovei‘ Us. 2,(X>0 aiul iutoiest for two years at 9 
ceiit, uaiaely^ Us. 2,360 in all, the expenses are us follows: — 
(#'/) If the suit is filed in a ('ity (’ivil (\>urt — 

Its, A. r. 


Staiuj) 

on plaiitt 

2i: 

i 

0 

Uo. 

on vakalat 


0 

0 

Do. 

summcuis to defendant 


0 

0 

Do. 

for prcH'esses to witnesses (ex- 
clusive of hatta to be paid to 
witnesses) 

1 

0 

o 

Do. 

for app) icat icui and cMcpy cd 
decree 

I) 

8 

o 


'botal 

22t » 

15 

0 

nkil’s tees, if u necuji < ested 

5?1 

0 

0 

Do. 

il <-untested 

1 IS 

o 

0 

If the suit is hlc‘d in tin* lligli ('onrt — 
am j» on plaint 

217 

i 

0 

Do. 

exhibit 

o 

t) 

0 

Do. 

summons 

o 

tl 

0 

Do. 

sinu’i ff s i c«*s 

M 

0 

0 

Do. 

pjocess lor witnesses (batta 
for witnc‘sses c*xtra) 


0 

0 

Do. 

for fir^t dav hc*atin^ 

10 

0 

«) 




394. If the suit is filed <»ii a negotiable instrument or on a 
li<juidate(! demand, a hxed <-ost <d Us. 270 will be decreed in t 1 m* 
plaintiff’s favour. If otherwise, tin* above eosts and advocate’s 
fees of Its. 1 65-3-2 will be dec reed. 

395. In the Hi^h C’ourt if the plaintifi' appears hy attornevs 
or eounsel a different mode of taxiji^ c-osf.s is applied and tlie 
eosts may I)e higher. 

396. For exetviting the decree and realizing moneys^ eitlier 
by arresting tlie judgment -debtor c»r by attacdimenl of his proper- 
ties or by the sale of nnntg^a^ed properties, furtlier expenses will 
have to be incuirred. 

For realization hy execution the following* further charges are 
incurred : — 

RS. A. V. 

ApplJe atioD for copy of the preliminary de- 


c*ree ... ... ... ... ... 020 

For copy of the decree itself ... ... 0 9 0 

Petition to court to pas.s final decree ... 0 12 0 

For notice to the other side ... ... J 0 0 

Application for copy of the final decieo ... 0 2 0 

For copy of the decree .. ... ... 0 9 0 

Stamp for execution petition ... ... 0 12 0 
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Stamps for filing copies of the preliuiiuaty 
or final decrees with the execution petition. 

For encumbrance certificate for twelve jears 
from the Hegistrar’s Office to be filed wiih 
exe(*ution petition 

Application to tlie municipality for an extra< t 
from the municipal assessment register if the 
property is within the nuuiicipal limits 

For filing it in Court 

For obtaining the (juit-rent register or 

Kegister extract 

For filing it in Court 

Notic'e to the other side for settling terms 
of pi'oclaniat ion 

For apj)lication foi- issue of piTxdainafion 

Tom-tom niing 

Application f<»r issiu‘ <>f warrant . to sell tf) 
the hailifl 

T(»m-tommiiig 

Assuming tliat witlnmt further trouble the 
land has heen sobl a ml the sale has been 
confirmed — 

Cost of a[>plication to (he Coint foi* pay- 
ment of tlie decree amoiint 
Notice to the other side 


A. r. 


2 0 0 


8 0 0 


1 10 0 
0 8 0 

1 10 0 

0 8 0 

1 0 0 

2 0 0 

tl 8 0 

2 0 0 
1 0 0 


0 12 0 
' 1 0 0 


Total .. 26 6 0 


The minimum cost of executing (lie decree is thus Its. 20-6-0. 

This will anioiint to more every time the attempt to exe(*ute the 
decree fails nr is delayed by otJier claimants coining in. 

d07. An ecjuitttblc mortgage can be made in tliis Presidency 
only in Madras, and this ability lias lieen in existence fcir a (Con- 
siderable time under section 59 of the Transfer of l^ro]>erty Act. 
It has recently been newly introduced in a more specific* form, by 
an amendment to this Act. We have no statistics to show to what 
extent this provision lias been used in the past and it is yet too soon 
to gauge the effect of the amendment to this Act. 

t398. Representations have been made to ns that sucli a simpU- 
fi(*ation of procedure is desirable and that the facility should he 
extended to the larger mufassal towns as affording a convenient 
vmy of pi'oviding security readily and of establishing a mortgage 
with the minimum of time and trouble. On the other hand, many 
representations were made of the necessity for having a complete 
registry of all titles and encumbrances over landed property. The 
equitable mortgage establishes an unregistered mortgage and the 
bigget banks do not appear to think it desirable to extend a system 
which they think give obvious loopholes for fraud. As we 
have been unable to obtain any statistical information we are not 
in a position to make any specific recommendation. 



CHAPTER XIII. 
iKmoBNotrs Banks and Bankeks. 


399. In this chapter we are to deal with indigenous banks and BAakiag 
bankers as distinct from money-lenders. It is impossible to draw 

a hard and fast line and it must ultimately become a matter of 
opinion whether certain businessmen fall in the one class or the 
other. There are, however, certain communities which carry on 
business witli their caste esprit-de-corps at their back and with 
large funds of their wealthier members which will be at their 
disposal at special rates and terms for use in what is believed to 
be sound business on the customary lines of finance practised by 
the pai-ticular community. Such are the Nattukkottai Chettis, 
the Multanis, the Marwaris, the Kallidaikurichi Brahmans, in 
this Presidency and in this chapter we shall deal with the opera- 
tions of these communities and with the nidhis and funds of 
which a nuiuher exist in South India. 

400. The banking communities are in fact of very ancient origin 
and their business as bankers and their instruments of credit 
or luindis go back to very early days in the history of India. In 
eailier days everything iiicliiding trade was on a mere personal 
basivS, the idea that all men were ecjual did not appear to have 
occurred to anyone and we liave, for example, according to Vasishta, 
provision that interest sliould be charged according to the caste 
of the l)6n‘ower, the Brahman being charged 2 per cent but the 
Sudra 5 per cent per montli ; but that was a very long time '^go. 
However, we have numerous references to the bankers who financed 
the kings and acted as bankers doing business in excduinge and 
discounting bills. 

401. With regard to the Nattukkottai Chettiyars Mr. Gubbay, 

at one time Finance Secretary to the Government of India, made ^ 
the following observations: — 

A special type (of indigenous bankers) is that of tho Chetti community 
in Madras. It is known that in many cuhgh accounts can bo maintninod 
with these Indian banks on which operations by cheques are permissible 
and that funds He with these bankers on time deposits at rates much ai)OV6 
those which are available from tho hanks. I see no re.mon to doubt t)ie 
commonly accepted view that l>oth because those private hanker k can uffor<l 
to pay attractive rates of interest as well as l>ecause their rofpjiroments as 
to eecurity are less rigid, their participation in the financial life of the 
community, as a whole, must be on a ver>^ extensive scale. Further they 
are in intimate daily touch with those with whom they trausj ct btisineMW 
and can foHow the doings of their clients with a closeness which is denied 
to the banks. There must be accumulated with these privaie hankers a 
store of knowledge and experience of the standing, moral as w'ell as financial, 
and capacity of individual Indian traders and Indian trading firms, their 
bttstiiess connexions and relations on which if fnlly organized and 
fnatized, poosibiy quite suitably rest an expansion of credit facilities 

from the banks/* 

402. The bnik of the Nattukkottai Chettiyar community in out- 
of the Madras Presidency and it is to be clearly understood 

tiiat tmf remarkfi refer only to their business in this provincje. 
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We have had two or three of their resoiurcee. It is 

not possible to arrive at any but one estimate puts 

their wealth at 80 crores based on figpures: — 

CROUBS* 

RS. 

Money-lending employed in business — own 

capital ... ... ... ... 36 

Investment in house aud jewels 10 

Chettiyars in Pudukkottai State, many of 
whom do business in Biitish India — own 
capital ... ... ... ... 14 

Their houses and jewels 4^ 

Investment in land, estates, etc., in India, 

Federated Malay States, etc. ... ... 15 

Total ... 79i 

say, Rs. 80 crores. 


Their banking business lias thus a cajjital of about 50 crores while 
the same authority puts borrowing and deposits of various kinds at 
25 crores more of which about 8 crores is invested by Chettiyars 
and known as their thanadu maral deposits. The owned capital is 
thus Rs. 58 crores and borrowings about 17 crores giving a total 
tvorking capital of Rs. 75 crores. But another estimate made 
by a Chettiyar banker puis it at 80 to 90 crores in 5>^h and 15 to 
20 crores in house aud other property and about S .^orea^n jewels 
while another 15 crores are borrowed from peopXa^W^Q are not 
Chettiyars. 

403, The amount invested in business in the Presidency is shown 
in the following statement : — 

The capital (owned aud borrowed) employed locally and in 
Other places by tlie Nattukkottai Chettiyar agencies who do local 
banking business — 

Number of banks^ — 243. 

Amount of capital invested — 6^^ crores. 

Borrowed capital — 4^ crores. 

Volume of business — 11 crores. 

Expenses — half a crore. 

It is considerable though the bulk is used outside the province. 

404. An estimate was made in 1896 that the aggregate properly 
of the community was then about 10 crores. If that is so it has 
doubled itself three times in a little over 30 years. That 
isr to say, after paying all expenses there has been a saving 
of about 6 per cent per annum which has been added to 
capital. We know that compared with their wealth the Chet- 
tiyar community lives on the whole simply and economically and 
it does not require a fabulously high net profit, that is to say, 
a net gain after paying business expenses, to pay all the 
domestic expenses of the community and leave a balance of 6 ptsr 
cent to be added as savings to the working capital of the business. 
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itCfe, This 6 per cent is^ l^>i|l>ver, an average figure over a long 
pefiod and it is not suggeMw there has been a steady auuual 
saving of that amotdit^ period iu question there have 

been bad years^ when ntoney was lost, for instaitee^ by the slumping 
of rubber or oil and there were good years^ for example, urhen 
rubber boomed again and some who had lost in the slump recouped 
themselves when times improved, 

406. The nature of the Chettij^ars’ business covers a fairly wide 
field and it must be borne in mind that there is a wide gulf between 
the biggest of these bunkers and the smallest of the money-leu tiers 
among them. The deposits the)* have received have already Vieeii 
referred to and for the Madras businesB they do not at proseiu hold 
very large deposits and the bulk of their capital is emj>loyeil abroad 
but they do business over all the Tamil districts but not very 
much in the Teliigu districts and the West Coast. They do not, 
however, do a large business in the villages for there are few 
Nattukkottai Chettiyars outsi<le the towns and even tlie small 
branches, the ‘ rail kadais ’ are usually at places of sonu* sizci 
where there is also a railway station. 

407. They do a consitleruble banking business both direct and 
through their branches in charge of agents. The agcMit after being 
long an apprentice is coiniuouly a young Chettiyar with his fortune? 
to make and is sent out in charge of a branch after serving a long 
apprenticesliip* "Jill his expenses including boarding and lodging 
are paid uud hb has in addition a salary which varies from about 
lls. 150 itir Soirth India to thrice the amount or more in Burma 
and more the farther he is from the Chettinad. lie is paid in 
advance two-thirds of the total salary due to him for three years 
for which he is engaged and his successor jcjins him to lake over 
the business a few months before the end of the term. He receives 
in addition to his pay 10 per cent of the profits. He has to offer 
his services, in the first instance, to his last employer, but if the 
latter does not lieed them, he is free to work anywhere he likes. 

His assistants receive half of the 3 years* pay in advance and a 
lump sum out of the profits of the business besides expenses. 

408. The Chettiyar banking business consists some extent Met hod of 
in discounting trade hiindis though this business is not very large ^'^*“*®**^ 
in the Madras Presidency but they themselves issue large numbers 

of htindis for transmission and accommodation mainly of three 
kinds: — 

(i) Darsanai hundis. 

(ii) Nadappu vaddi hundis. 

(iii) Usance hundis oayable at a fixed period after date or 
sight. 

The first two are sight hundis but the second is peculiar in that 
it eanies interest at the nadappu vaddi rate from date to preaenta-* 
iinn. {Vide Appendix.) 

# are largely used for accommodation pur* 

poses and for IKplittiug lundH to the Chettiyar houses in this pro^ 
dittos from the Burma and Ceylon. Much of this buslneM 
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IB done through ageut« or adathi ehopi» in Madra# and with it 
muBt be included remiitanceft betwwn different centres in the 
Presidency. 

410. In addition many clean loans are given on single signature 
and others on joint security of two signatures and the various 
money-lending hotises are resorted to by all classes at times of diffi- 
culty, and the Chettiyars who do not keep regular banking houses 
are accessible at almost all times. 

411. They do not now lend to a large extent on produce, goods 
or immovable property, but they leud to a Hinall extent to agri- 
culturists on land and also on pro-notes. 

412. The rates of interest vary considerably but at the basis 
of most business are two rates, the thavanai and nadappu rates. 
The former is the rate charged on thavanai deposits. These depo- 
sits are placed with the bankers for a fixed period (thavanai) 
which is usually two moutliH iu Madras and Burma, and three 
months in the Federated Malay Stales and tlie Strait.-*. The 
interest is credited at the end of each such period at the thavanai 
rate which is fixed weekly and unless the Chettiyar repays it or 
the depositor withdraws it, it continues for another like period. 
Such deposits may continue for years and the rates are as follows : — 

Thavanai rates of interest — Rangoon, Penang uid Singapore for Vibhava 
(1928-29) and ‘ukla (1929-30). 


Moiilh. 

Rangoon (Thwanai 
period of lest 2 ruOiithe — 
60 diiys). 

Pepang 

a matter of 
settlement 
between the 
parties, 3 
months’ rest 
— 90 days). 

Singapore 

1,3 montbfi’ 
lest— 90 
days). 

Vibhava. 

Sukla 

Vibhava. 

Baku. 


AS. 

AS. 

AS. 

A*, r. 

Chitrai 

13, 12 

12, UU 


10 3 

Valkaj^i 

r.j, a 

la, i»i 


10 8 

Ani , . 

m 



10 8 

Adi 

10, 9, 8 

9*, 9. b\ 


10 8 

Arani . . 

8, 7* 



to 8 

Purtiltaai . , 

»i, 8 

9, 81, 9* 

10 3 


Arpiai 

9 

9k 


to 8 

Kartigai 

H, 18 

9,11, ll} 

. , 

to 3 

Margali 

lOJ, 11, 111 

. . 

• . 

• • 


12 




Thai 

12, 12i 


10 8 


Masi 

12} 


. . 


Foiiigtni , . 

12|, 18 


• • 



The nadappu vaddi is fixed on the 16th of each Tamil month at 
each of the important centres, Madras, Rangoon, etc*, by a meeting 
of leading Chettiyar bankers* 

413. The so-called current deposits by which s>me Chettiyars 
borrow are not as a rule operated on by cheque to any material 
extent and the fact that they employ practicaUy the wbme of their 



liaplial and keep very little idle, dt>es not cuiiduee to the jjfmwth 
ttf a current account bus^iiie;;^. Such l>orruwiug» are taJken at the 
nadappu rate which is as follows for the last two years: — 

Nadappu vaddi rat^* pc^r cent per annum — Vibhava (1928-29). 


Month 

Madras 

Rangoon 

Fonang. 

Singitporo. 

Colomho. 

Bkuk rale. 

Cbitmi 


lu 

0 76 

8*26 

7-88 

0 19 

7 

Vaika-M 


9-9i 

8*00 

8 26 

7 88 


7 

Ani 


V 00 

8 26 

8 26 

7-88 

9(Kl 

8 

Adi 


7 13 

0*76 

8 26 

7^8 

e o<j 

6 

Avani 


6 76 

6*00 

8 26 

7-88 

8-26 

6 

Poruttasi 


7 60 

6-76 i 

B 00 

7 88 

8 26 

6 

A rpisi 


7 8S 

7*13 i 

8 t>6 

7 00 

7 88 ! 

5 

Knrtigai . . 


8 26 

7*a8 

806 

7 89 

8 06 

8 

. . 


9'(H» 

8*6J 

8hM 

7 88 

8 86 

7 

Thai 


876 

9*76 

8 25 

7 88 

9-00 

7 

Mas! 


10 60 

«'76 

8 25 


9i?0 

H 

Pan^uni . . 


10 <58 

0 75 

1 

8*25 


V 81 

7 



8 92 

i 

8*17 1 

8 19 

7 81 

j 8-rt7 

i 

1 


Nadappti vaddi rate per cent i^er annum — Sukia (VU29-30). 


Alont b. 


1 

Penang . 

>ingapore 

1 '♦.lorubu. 

1 rn : 
lianl 

kjcrial 

rafe. 

Cbitrai 


1013 

j 9 Ul> 

8*26 

7*88 

9*00 


6 

Vaikafii . . 


9-30 

' 8*25 

8*26 

81)6 

8*06 


5 

Ani 

. , 

8 63 

I 7*10 

8-25 1 

[ 8 06 

8 06 


tt 

Adi 


713 

j 6 75 

8*26 1 

7 H8 

7-64 


5 

Avar! 


6*76 

^ 6*76 

8-26 1 

1 7’88 

7*69 


5 

Furattaai 


713 

1 7 13 

8*26 

i 7-88 

7*88 


7 

Kartigai . . 


9- 00 

i •• 


7-88 

8 06 




At Negapatam, Madura, JalVua aud Tiuncvelly, however, the 
uaduppu rate is tixed at a i-onsiant figure for each inontli. This 
is because there are few uioney-lejidiug Chettiyars at these places 
aud the rates are as follovrs : — 
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u,re, it will be j^eeu, uiucii higher rates than those given ty 
joint stock banks on fund received by them in cun*ent accounts* 
They borrow also Irom the Imperial Bank on joint signatures 
usually at X per cent above the bank rate in Madras* 

414. The Chettiyars’ lending rales vary according to the amount 
lent and the security* In Coimbatore a practice has grown up of 
providing in the loan document higher rates of interest than is 
actually intended to be recovered from the debtor to cover possible 
losses in the event of the debtor resorting to tactics to delay 
realization. 

415. The rates are in general higher in the villages thaii in the 
towns. They vary commonly irom 9 to 12 per cent for first-claas 
mortgages in towns in some cases and in villages about 3 per cent 
higher. Clean loans in towns are 9 to 15 per cent and to 18 per cent 
in villages, for small amounts the last-mentioned rate is common. 
These statements are based primarily on the statement of the JNaga- 
rathars" Association and are supported by some other witnesses. 
Mention should also be made ot the kandu or kisti sjstem used 
by small firms to finance the shopkeepers in a small way of busi- 
ness. It will be gone into in more detail in dealing with money- 
lending. 

416. The Mulianis are a community with their headquarters 

in Shikarpur in 8indh and Bombay seems to be their principal 
trading centre and from these places they have spread to all towns 
of any importance in the south. There are not very many of them 
in tins Presidency, about fifteen in Madras City and lesser number 
in each ot the commercial centres about the Presidency, perhaps 
a hundred to a hundred and twenty altogether, but they are not 
all independent firms. In some cases they are lkrg|^ with 

a number of branches, each in charge of a Multani agent. In other 
cases they are independent bankers. 

417. It is not possible to say precisely wdiat their capital is. lu 
many cases the establishments in this Presidency are branches of 
firms which have their headquarters in Bombay and even in other 
cases also we have been unable to arrive at any figure on which 
we can place reliance, of their owned capital, much less of their 
borrowings* 

418. They are the intermediaries between the merchants and 
the joint stock banks. They finance a considerable portion of the 
inland trade and give advances to merchants largely on the personal 
credit of the latter to be used for advances to agricultural and , 
othw producers and also on transactions covering gocnls in transit. ; 
They do not lend direct to cultivators, nor do they usually do a 
large business by lending specifically on goods pledged to thmi 
in godowns of which the key is delivered to them but they do 
grant subh loans and are accustomed to release the produce piece- 
meal on repayment of loans. They^ grant! such accommodation 
more commonly on personal security with one or two signature 
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on their estimate of their elieuis' worth and reputation 
aHNIMatg their banking community. Their princi{>al businesa is, 
h#i|rever, by discounting hundis and Hamjvles of their hundis are 
shown in the Appendix. 

419. For their funds they rely first on tlieir own personal Randi, 
resources; there are the funds of their community at Shikurpur 
which they are able to lK>rrow at comparatively low rates, that is, 

at 4 to 6 per cent. They do not receive large sums in deposit but 
they do take deposits locally at low rates, ?1 to 6 per cent, 'rhese 
are not for fixed period, however they are called current deposits 
and are repaid as occasion demands by arrangement between (he 
parties. 

420. They also borrow for short terms during the busy season, Borrowing*, 
that is, after the harvest when crops are being marketed and sliifted 

and these funds they obtain partly from tbeir own priiuipals if 
they are only agents and if (hey are working independently on 
their personal credit from those of their coinuuinity in Shikarpur 
who have funds available. They also borrow at the bank rate 
from joint stock banks, chiefly the Imperial Bank» the Indian 
Bank and the exchange banks, covering trade iransactions for which 
their own funds have been utilized or sometiiues but less commonly 
on the pledge of produce on which they have lent to merchants 
but chiefly this business is done not on key loans but on two 
signatures. 

421. The best of their business appears to be done at rates of • 
varying from 9 to 13 per cent but this by no means covers the wliole 

of it; they also lend up to 18 per cent in small loans on weak 
security. ^TL^re may be a few odd cases in which it goes to 24 per 
cent. Th^ir yield appears to be 9 to 12 per cent. 

422. We have received a memorandum based on that presented 
to the Bombay Committee by the Shikarpur Shroffs' Asso<nation. 

These bankers complain in a printed memorandum of the Imperial 
Bank’s competition but mainly on the ground apparently that the 
latter lends at a lower rate of interest than indigenous banks ean. 

It is suggested that the Imperial Bank should not open more 
branches as that results in reduction of rates of interest and damage 
to the business of banking while exchange banks should not be 
allowed to take local deposits so that dejmsits sliould be more 
readily available with less competition to other banks and the 
Government should never borrow at more than 4 per cent. It is 
proposed that the indigenous bankers should form combines to 
which the Government should advance funds and in order to help 
the QOttntry, the indigenous banks should be supplied with State 
ftmds at low rates of interest. On the other hand we are informed 
in the memorandum presented to us that these bankers would opp(»8« 
any attempt to regulate them or bring their transactions undex 
any maxknet of control whatsoever. An agreement for quid pro qw 
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m which control is balanced by facilities would apparently be 
accepted by some of the indigenous bankers and even those who are 
agreed to control definitely expect something in reittm, 

423. The Marwaris are more numerous and carry on a large 
business along several lines in the towns over a great deal of the 
Presidency. Their number appears to bo increasing. There are 
many old estublislied firms and their managers in many cases set 
up on their own account in business after serving an apprenticeship 
and saving sufficient funds to make a start in a small way. Their 
business falls in two main heads, the smaller one who do little more 
than money-lending partly with their own funds and partly by bor- 
rowing, but the more prosperous undertake the financing on a large 
scale. 

424. There are a few of the latter — larger Marwari firms doing 
regular banking business in each of (he big towns — ^but there are a 
number of the smaller men there and in the smaller towns also. 

425. The bankers have at their back the accumulated funds of 
the community held in Rajputana and these funds can usually be 
borrowed at a low rate 4 to 7 per cent. They do not obtain much 
by local deposits nor apparently do they borrow on a large scale 
£iom other banks. They generally appear to be prosperous but some 
find it difficult to resist an opportunity for speculation, 

426. These banking firms have various branches and it is con- 
sequently impossible to state precisely what their capital is in 
the Presidency, but an example may possibly give some idea of 
the scope of their business. There is a firm, for instance, in the 
Circars. It is a branch and its head office is in Hyderabad and it 
is said that the capital, about 8 lakhs, used in the branch is employ- 
ed as follows : — 

LAKHS. 

ns. 


Produce loans 2 

Loans on gold ... ... ... ... ... ^ 

Do. on pro-notes 2i 

Do. on hundis ... ... ... ... ... 1 

Invested in rice and ginning mill ... ... ... 1 

Loan on plant and machinery ... ... ... ... J 


Total ... 8 

But these Marwaris generally have a certain amount out on mort- 
gages also. Their rates of interest are from 9 to 12 per cent ordi- 
narily on mortgages and from 12 to 15 per cent on produce and 12 to 
18 on pro-notes while for drafts and accommodation hundis they 



m 


eliurg« a eommisaion of 8 annas per cent but for merchants dealing 
with Bombay a lower rate will l>e charged, for they do not then have 
to go to the Imperial Bank to re-discount hundis or purchase drafts. 
In addition to the rate of interest on loans to inerchanta they 
charge a further sum by taking a share of all profits of the business 
for which the loans were given. This we are informed is not by 
any means a universal practice but we bare cases of it, for instance, 
in Cocanada and Madras, and the share of the profits rules from 
one-eighth to one-third of the profits. 

427. Their hundis which they give for trade transactions and 
also for making remittances they do not often re-discount with the 
commercial banks. They have no regular banking hours and are 
accessible at all times when the bazaar is open. Consequently 
they get mucli business with persons who do not understand ilie 
formalities of joint stock banks and do not find the regular hanking 
hours convenient. 

428. They do not finame industrv to any extent, nor do they 
directly give advances for agriculture but they lend to merchants, 
who again give loans to ryots, and they a<lvance money on produce 
and on hundis employed for obtaining payment made for produce 
despatched to distant markets. 

429. The overhead expenses of these bankers are very small no 
far as establishment is concerned. A clerk or two to keep their 
single entry books are paid Hs. f30 or Rs. 40 a month together 
with board and lodgings but the cost of recovering loans through 
court is considerable and as tedious for a Marwari as for anybody 
else. The cost and difficulty that arise in this connexion will be 
dealt with elsewhere but it will suffice to say that after making 
allowance for establishment, bad debts and all costs of recovery, 
various estimates have been placed before us of the rate of interest 
which an indigenous hanker will realize. So far as Marwaris are 
concerned the best informed estimates vary from 9 to 15 per cenl 
and the consensus of opinion favours about 12 per cent. We have, 
however, no precise figures by which to judge of the accuracy of 
the estimate. 

430. One other community remains, namely, the Kallidaikuii- 
chi Brahmans. Tlieir headquarters are at Kallidaikurichi in 
Tinnevelly district but they operate over the soiithern districts, 
chiefly Madura, Ramnad and Tinnevelly. The capital of two such 
firms working in Madura city is about 20 lakhs together and they 
obtain funds also by taking fixed deposits at 6 to 8 per cent and 
by current accounts at 5 to ^ per cent. Their borrowings are roughly 
equal to their owned capital. These current accotints are used to 
some extent and cash is kept to meet payments. The hulk of the 
business of all these indigenous bankers is in the form of trade 
adyanoed ^n hundis. They discount hundis at 9 to 12 per cent 
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and lend at about the same rate or little higher up to 15 per cent 
and do not usually deduct interest for loans in advance. Although 
the hundis are for trade purfxises they are mostly in the form of 
clean hundis for accommodation or transmission of funds on 
personal security. 

4dl. They purchase and issue drafts on various private bankers 
over the principal towns in Madras Presidency and the bigger cities 
throughout India on a (ommission which varies from 1 to 4 annas 
per cent in India or 1 to 2 rupees per cent for Federated Malay 
States. The net yield is probably about 12 per cent. 

432. We are in Chapter XV making certain recommenda- 
tions involving a Tninimuin of control of the indigenous bankers 
by giving certain privileges in return for a voluntary registration 
involving the submission of a balance sheet. 

433. We lijtve discussed the (jiiestion of controlling audit in 
view of the views exp(>uiHl(‘d in some of the representations made 
to us that many of (he certified auditors are struggling to establish 
a practice and coiise<{nen(ly have not that independence that will 
be necessary to command tlie confiden(*e of tlie investing public. 
The banking communities are on the wliole opposed to being 
subjected to a controlled audit. We consider that the audit done 
by the many j)]'a(‘tising auditors is inadequate in quality under 
the present system. We consider that the standard should be 
im|)rove(l and the certificate to ])ractice should be granted on much 
sliffer terms than at present and a society of auditors should be 
formed to control the work of public auditors. 

434. We liave recommended a development of the co-operative 
institutes and of the central school in Madras with a view to their 
being more valuable as scdiools of commerce with special reference 
to agriculture and we consider that those schools will by teaching 
princij)les of hanking and accountancy spread a knowledge of 
business practice, AVe recommend that banking be made an 
optional subjtu t for the Economics Degree in the Madras University 
and that it be given a ])romiuent place in the curriculum for the 
B. Com. Degree newly instituted in the University. We consider 
that the appointment of tlie Registrar of Joint Stock Companies 
who will have to deal witli tlie registration of bankers should not 
be subsidiary to that of the Inspector-General of Registration. He 
should be an independent officer and should be suflieiently free 
from other duties as to be able to scrutinize with care the various 
articles of association and balance sheets which come before him. 

435. AVe consider that a reserve bank which will re-discount bills 
is an essential facility required, and it has been urged to us that 
the Imperial Bank being both the Government Bank ^ubsidixed 



and backed by the Government but at the same time in competi- 
tion in most fields of commercial bankiup for the tiiiance of 
internal trade is in an anomalous position. Consequently it has 
been suggested that a reserve bank siiould be set up to re-discount 
internal trade bills but not to compete for tlie bills and loan busi- 
ness with the commercial banks and indigenous bankers who con- 
form to their rei^uirements hut cannot face subsidized competition. 
From the incomplete informatiou before us we do not feel justified 
in making any comment in regard to the position of the Imperial 
Itauk but tlie need for a reserve bank is, we ronsider, tdear. 


4dG. We have referred elsewheie to tin' iuhhI ior a more com- 
plete registry of title in laud, for elimination of ditlirulties arising 
fiom l>enami jileas, reducticui td stamp duty on Imndis, the law’s 
delays and to the difficult ies arising troiu tin* insolvcm y law, modi- 
fications required in tlie law of railway rcieipts and the desirability 
of extending the use of equitable iiKutgages. 

4d7. The Nagarathars' Association has put iorwatii a suggestion 
that mortgages should be eiiforteable tlnoug-h a ‘ iiand Dtlirer’ 
giving the mortgagor the right a|q)eai l»eior(' the ('ol lector to 
show cause why the land should not he sold and on his failure to 
satisfy tlie Collector, the land should he s(d<l in much the same 
manner as for arrears of land levenue, allow ing for otloos interested 
to enter a cavvut, realize the nei’essiiy for uecidioat ing the 

recovery of dues on mortgages or of hringing the mortgaged pro- 
perty to sale and consider that it sliould he tloiie moie s|)eedily. 
But we are unable to agree that the Itevenue Dcjnirtment should 
be made into an executive department in i*‘gard to matters wdiich 
legitimately fall on the civil ('ourts, hut we think that though the 
Bevenue l)epartment might deal more e.\ j)edit iously witli a few 
such cases, such duties cannot rigid ly he maile as the iiuty of a 
department established foi the collection id land rmeiiue and 
there does not seem to be any reason why tlie mortgagor should 
not iihow' cause before a civil judge. 'riie lemedy, we consider, 
lies again in speeding uyi the jiroiess ol < ivil law than in transfer- 
ring duties to other departments. 


We think that if effect is given to the i ecommendution set out 
in this and other chapters there will be sufficient confidence estab- 
lished to obviate the necessity for further special measures to link 
up indigenous hankers with joint stock lianks, and may lead to the 
establishment among the banking commiinitieB of firms of bill 
brokers and to the formation of accepting houses. 

438. The origin of nidliis in Madras has been stated and their Xidbin. 
nature outlined under Chajiter III. These have been registered 
under the Indian Companies Act, five as banks and the remainder 



196 


Nidiiili — 
Distribation. 


Deposit! aaid 

xmm 

land!. 


under u sejiaraie list as nidhis so that there were on the last list 
for dlst March 1929, 228 in the Presidency. These were distributed 
as follows ; — 


Pibtiict. 


No. 

Paid-up fehare 
oapstti]. 




!8, 

Madr.iB 


17 

67,82,834* 

Chingleput 


r-j 

B,i«,368 

St'utli Aicot 


r> 

6,42,v:'0 

N orth Arcol 


7 

5,63,818 

Tiiiijore 


S 

35,02,124 

Tiiuhinopoly 


IS 

0,22,496 

^Imiura 


1 

1 1,26,056 




4,54,226 

Sa iVijj 



2,85,750 

Coiinhutorc 



77,21,842 

'I’inr eveUy 


i 

76, ’.37 

Guntur 


1 

15,604 

Nelloie 


1 

2,65,313 

BeJlary 


7 

4,79,921 

Ana’.tapur . . 


ic 

4,40,697 

TheKilgirifl 


4 

2 80,405 

Chiltoor 


4 

5,01,477 


rotiij . . 


249,09,633 

The essentiiil lea lure ol these 

nidhis was 

originally that the 

members joined and contributed 

a monthly 

ins 

talment of Re. 1 


lor iiBually 84 months and at llie end of the eighty-fifth month 
leceived back about Ps. 100. ijoans weie given to members on the 
strength of these subscriptions paid and balances not so lent were 
available for loans on other securities to the members and some- 
times also to outsiders. Tliese subscript ions constituted the only 
capital wdiich the nidhi possessed and it became known and was 
in fact shown as sliare capital. From this fact certain difficulties 
arose with reference to the Indian Companies Act under which 
they have all been registered. Tlie High Court's decision that all 
those who have iinislied their subscri[)tions and got their money 
back and departed are still liable for the debts o]^ the nidhi on the 
ground that they have withdrawn their share capital without the 
sanction of tlie court has, however, greatly upset the working of 
such nidhis. 

439. They have, however, been develoj)ing for the last sixty 
years and there is consequently a great disparity among them. 
They are only very roughly on the original model and it is curious 
perhaps that more than half of the total are in Coimbatore district, 

440. While the total paid-up capital of all the 228 nidhis in 
existence is Es. 2,49,09,533 we have obtained the figures under 



deposits and reserve funds only for 218 of the nidhis and they have 
given us from their balance sheets the following figures: — 

RS. 


Paid-up share capital 

Deposits 

Reserve funds 


2,44,56,021 
1,16,16,695 
;U ,94,926 


Total ... 3,92,68,242 


441. The aidhis iu Coimbatore tlistri<‘i have advanced much Ni^his^ in 
farther than in otlier districts and are more on the lines of ordi- ( onubrttor^. 
nary banks. They are mostly in the municipalities and forty-two 
are in the Coimbatore town alone beside a certain number whose 
address is not fully stated. l)iit they are to be found in a number 
of villages also. The iollowing statement gives full details of 
fifty nidhis in Coimbatore district. 



1»8 


’iC^unoas |MUO« 
-4»d uo injrwoT[ 


S 


Q io «o 

» ^ i'- 

or: Cb w lidl 


(r^ «» 

ao bO QD 
S* (£/ OD 


^ flo o 

<>9 ^ 

c-i TO C *0 t— » 



^^•-^<>*COCOki3COOO!MC^at»e^ 

o 

-odap lio •utTO'j C 

oo toooco at* 0 0*0 *0*0 *0 0 

<p <Mr^<iC»--i «o 0 Oj-'* — ^»o r^ ^ 

^ 0 eo QO 00 *0 CQ oo co^ »~t Ob 

« ' ■ t oT c r crT ccT ao r-T t-T C'T *--r ; *-r 

a* * «•< «c *"» 

'(^) Ufiinioo ^ 

oi (5) utaara(cK> ^ 
jo a9«^naofp^ 

^ ^ ^ (T) CM r«ao c^cC ^ 

--.crj 

ajiiqa uo sutoq ^ 

*0 0 CO *00*ftc0 0 **.5 *00 OCCC *OMOO 

oa *0 *-* CCM-irOO *0 <M OCO C'4«iC> OiiM*^ 

w» * CM *0^ 

p4 ^ fx: ao ox r - — ^ *c ^ «— • Oi ?c »o i--< f'- 

v-4 M r-* r-«r-<(r»<M r-*«C> t- 4-#* <M<M 

■(fwjidtio p 
ainujojn; Wox 

fcO 1 - 0 *0 ^ OO — « 00 1-4 <c 0 00 0 *o C30 0* 

lO M a* -t* ^ -<M*0 0 O'- OCO f-iOb *-4^00 

uO CO 0 CO 1-4 ^ 

^ to" a*' Mocooro 0 0*0 -t*-^ icir-o* 

ai M ri- 0 0 o-^ co^ a> cc^ 0 t - 

r-T r-T cf r-T r-T CO r“r t-T oT »-« 

•pun^ 8A.jia99^ ^ 

0 M flO M OOOCSJ r-« mtt ab*0 1-41-4 oo«u» 

^<5 0 ^ OMCoeo *0 0 i--*o »-*r-«*o 

^ *0 r— 0 M 0 *0 C4 Ot— OaOi *i50M 

2 r'T tC r-T cT *0* r- '*4 ' m" r— oT r- cc" *0 *001-4 

« <M *-« CO 1-4 05 1-4^ C. i 

•«')iaodaQ ^ 

0 *0 ca 00 -^0«i-4flP 0 0 r^»0 t~-T-4 OQCCO 

0 Cl ^ i-4f-4-i*«d 0 0 OCO CJOCCO 

vO M C4 1-1 — • <M co^ *0 0 JO 00 1-4 

• cc e*> ^ -4**^ CO 0* ccT wjT oT 1-4" 00 

af ^ CO *0 -t* ^ *0 co^ CO *0 M eo^ co 1-4 1-4 

C<r r-T t-T 1-; usT CO t-T i-T 

*nT:jTdvo ^ 

ajuqa 

*/•> ^ 0 wa 0000 0 c; 00 ^00 ^wO 

Zt ^ ^ •>« 00*00 UJ 0 00 o«J- o**--o 

. ^ ^ 

^ *cr c*^ rC *0 0 ' *0 <0 o'" * ci" —4 0 <M fcT C4 c r 0 0 

«4 ^ ^ oo * 1 -' -.. r- 40^ r— *0 *0 co^ cc cc 

— T i-T Cl" 

-i 

E3 

•3 g' 

!? 

€» 

JCJ 

1 1 : ; ; : ; 

* 5 = 

§ a a ■« » 

- S)o 5 

p 4u ? „ 

^ ^ ^ d d d c- d d do d d 6 6 6 

t '2 ao-a 0 « ss qcq 

C ® = * SjS'f 

2 ja.s a :;£ 

f? 0 c/^ 0 

Nomber and name of the 
nidhl. 

(2) 

.^, « ^ ...rc^w .d -r 

iSS 1 ••= ■■■S'Jrl'ga •« 

Is 0 . ^ 1 ^ ^ i§- %t i-g 

1 -.1 . -s^ # - 1“ 

« -f tqWsE- » 5 -5= ^.i.a 

^ g g. 4 ^ 5 -5 ill 

S B « 0 S B S 2 -2 .5* 

.'S « * S d 2^ S s w ^ ^ 

cS SPt> < m 6 fcc 1*5 ;a5 

:3.-:5'i §>2 - J.- S2.-:35.-2S5 

i^.s- SiS si B B a.is .§|5 .§£.§ is a as a a j 

' 0 o^S *S op 0 0 00 0 © opp 

■< G (2 0 0000 0 u 00 00 c,oo 

'loqixrau fViJog C- 

W CJ CO ^ *© t® ^ ^ ^ ^ ^ ^ 

1— * t-4 1-4 1-4 *-< ir^ 4^ 










•ikxjn099 « 

’jmd uo sui»on w 



1 , 80,861 


199 


53,617 

1 

CSI 

«? 

c* 

«D 

•<? 

cT 

cT 

: 

Ok 

TO 

is 

^ «k> 
•^TO 

cT 

s 

»-4 

ocT 

to 

to 

si; 

C4 


TO 

TO 



TO 

c* 

TO 


' 

O 


• 

' 

* 



C'S 


O 

TO 



S 

g 

tO 









T-^ 

C"» 



C4 



«r ‘ 


to" 

«A 



to 





TO 

O* 







r-^ 



Ul» 

o 

Ok 


tO 

o 




s 

mO 

Ct* 



■ oo^ 

•Oj_ 


TO 

ao 

C'* 

O'* 

CO 

to 


Cl 


to" 


fC 


CO 

TO 



TO •-» 


at,* 


TO 


* 


c»^ 


o 


C'S 

c>r 

o 

Ok 

cs 

* 

TO 

o o 

TO 

#»• 

c/ 

TO^ 




cn 


»-«« 

to' 




3» 

TO 



TO 

g ^ 

s 

TO 

tc^ 


S 

O'! 


S 






or 

O^ 

«p-( 


r-l 

o to 



(M 


kO 



r-. 

CS TO 


•-* 


o 

r^ 

r-. 



CO 

to TO 

a* * 


3\ 

CO 


CO 

TO^ 


Ot 

r - TO 
*o^ 


OO 




to" 






o 

S 

o 

o 

W> 

1 » 


to 

1^ 

g 5? 

U3 

ss 

a. 


o 

to 


tc^ 

2 5 

CD 

oo 

<x 

oc 

ua 

g' 

trs 

oo^ 


CO 

CO *-< 
to TO 

to 

*o 

-•T 

TO 




•~* 







» 



t 

t 

: 3 

-a 

t 





Q 

o 

<e 

*3 

o 





3 

tt 

£ 

c ^ 


£ 





a 

'o 

J 

► 

o — 

-c 

J 

O 

d 

o. 


6 

6 


o 

u « 


O 


. S li 

^ M! feCJM 
*- ea wC i” a 


4) 

> 


C 3 




^ 3 


c 


60 
P 

S 

5 5 

- 


•* 

'c 

« 

> 

c 

00 


0 

o 

H 


•< 


X 

£ 


: = S 

«* rz: 

p- > 





W5 

!*> 

as 

a: 

«« 

« 


C C— w 

•s :^sj Sll-s-- „ 



2 

:s 

?ei 


i 

,5 

g 

t* 

Jd 

i 




dUtr ct. 











200 




42 Peri^niiiokenpalaiyam 8ri Hatha Periyanaickenpald- .04,1^^^ 41,300 \^,000 1,04,450 16.53U 16 .. .. 6B,473 

Kriahni Vilae Nidhi. yarn, Coitnbatore 

taluk. 

48 SelJakaricho) Bank .. Seliakariohel, Falla- 60,800 .. l’,637 63,437 19,382 30 .. .. 41.189 

dam ^aluk. 
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442 . From this it will be observecl that these iiidhis have also Methods of 
left behind the practice of l>orrowiiig and lending at the same ^®*^**^‘ 
rate of per cent and relying on fines and penal interest to pay 
profits — a practice still prevalent among nian>' of the other nidhis, 
though penal rates are still charged throughout the Presidency. 

They lend on share capital usually up to the limit of 90 per cent 
of the paid-up share capital and to 90 per cent of deposits, to 
50 per cent of the valvie of jewels and 80 or 90 per cent of that of 
gold and silver pledged with them and usually up to 75 per ceut 
of the value of goods in godowus and 90 per cent of the value of 
Government paper. Mortgage brnns are limited sometimes to about 
60 per cent of tlie value or in other cases to a lump sum while 
personal security loans are limited to a maximum whii'h varies 
from one to five thousand. 

The following statement shows the purposes for whicli a luimhei 
of nidhis have granted loans and the class of persons wlio have 
borrowed : — 


Vol. l~27 
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44t). lu general the >taled ohjeeta of the^ iiidhia ai'e usually 
the same; they are to foster aud give facilities for saving and 
they are to provide loans to the memliers. Souun more parti- 
cularly in Coimhatore, say definitely that they are to carry on the 
business of banking and a nuinl>er of those are indistinguishable in 
most respects from aii ordinary small joint stock bank. None of 
them, iiowever. mention in their articles what in at least sotue cases 
is undoubtedly the fact, that they are started to provide tlie pro- 
moters with an income. Some now exclude deposits from 
non-members and confine all tlieir operations tt> members for the 
sake of tlie exemption fiom imoino-tax enjoyed by mutual benefit 
societies. Nidlus are m»t automatically exenn)t from income-tax 
and it is a ipie^tiiui of fa( t in eai li c ase whetlier a particular nidiu 
is by its nature exempt frma income-tax. 

444. The business in nidlus is in otiiei diieclion^ restrirted 
also. Some are by tlieii- articles to ronfim^ the beneiit> tbey I'onfer 
to 4)ne community, ter example, the Tiipiicane f'und is coufiiUMl 
to Brahmans. Some are subsidiaiv to the attaiiunent of aniitliei' 
ol>jec( nhi(li they iiave b(*eu oigaiiizctl to fnither, tor example, 
the Sivaganga Sri Mniaksiii Swadeshi Saswalha Nidhi is to assist 
the Theo.sopliical Society nith its profits while others, for e\am|ih*, 
the (’oimbatore Amba \ ilas Xidhi, are to condm t auction chits in 
addition to otlu'r standard objects. 

445. All have. h(»wever, been r(‘gisieied under the (’ompanies 
Act and herein lies the difficulty. The original scheme ]>rovided 
that the members sboiild sul>s{ ii]>e by iiionibly instalments in small 
aimmiits to share c apital paying commonly 1 per cent of it im»nthly 
for about H4 months. Then again at the encl of that peiiod the 
W’hole of sm 1» slune capital is refunded to the members. 

44G. Members ran bor row on the strength of their sniiscr i l»(‘d 
amount but such nidhis as lia\e their share capital provided fc»r 
by monthly sub.scri[>tions <h> not usually permit loans to non- 
members. When, however, this i> ie[»lac*ed hy fixed [>aid-\tp share 
capital loans to non-members are not prohibited though members 
can in most cases even then borrew on the sec urity of their slraie 
capital, 

447. Tliese are provisions which are not permitted under the 
Indian Companies Act. Section 55 prohibits the reduction of 
share capital except with the permis.siuu of court, hut the bylaws 
commonly provide for it aud it i.s fre(|uently done without refer- 
ence to court. The Ik "lowuiig on th«* security" of share c apital lia.s 
the same effect, for if the loan is not repaid the share capital mu^t 
l>e credited against it aud the capital is reduced accordingly. 
Section 101 (3) provides that at least 5 per cent of the uonuaal 
share amount shall V)e paid up on application. 


Objects. 


Ueclucition of 
fchiire cepitMJ, 
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448. The articles of aaaociation of a large number of nidhis 
haTe been examined and they show — 

Total number of cases examined ... ... ... 114 

Number in which share capital is paj'able in monthly 

instalments ... ... ... ... ... ... 4') 

Number in which share capital is paid in a lump sum ... 48 

Number in which .share capital is paid in a lump sum 

or in instalments ... ... ... ... ... 2*3 

Number in wJiich share capital is repayable on termina- 
tion of subscription ... ... ... ... ... 43 

Number in which loans are granted on the security 

of members’ share capital ... ... ... ... lb*} 

Number in wliic-h share capital is withdrawable ... (iO 
Number in wliich they lend to non-members also ... 83 

449. It will be ol>served that in the.se lespects companies have 
beeji regi.stered wliicli not only do not comply with the law under 
whicli they have Ixmmi regisbued but definitely j>rovide in tlje 
legistered artic1c‘s of association for its acts lieing dcme whicli arc* 
definitely not in compliance with the law, or, as in tlie case of 
withdrawal <»f share capital, providing that it sliall be done quite 
legardless of any sanction of a court as recjuired by the Act. 

450. The.se are not mere formal provisions. Whether these 
iiidhis comply with the rules in regard to the issue of share certi- 
ficates, return of allotments, etc., we have not deemed it neces- 
sary to asceitain in detail, lor these are not provisions which .are 
contained in the articles of a.ssociat ion and they do not affect the 
constitution or inherent stability of such institutions, but these 
nidhis receive deposits and they are stated to be financing institu- 
tions of public importance — some of them juirporting to carry oil 
banking liusiness and taking jiower to do so in tlie broadest lines. 


451. Tweiity-foui* of these institutions with share capital 
amoiinting to Hs. 37,3ti,()'}5 have lent on the share capital 
Its. 9,59,735, 

RS. 


Share (‘opital paid-up ... ... ... ... 37,36,035 

Deposits received ... ... ... ... ... 22,10,650 

Loans on share capital ... ... ... ... 9,69,735 

452. The effect is that the share capital is mortgaged in detail 
to a considerable extent as security for individual loans and if the 
individuals simply leave the loans to be paid off by crediting share 
capital against them, as we are informed is done in some cases, 
the resulting reduction in share capital must strongly influence 
the stability and reputation of the institution and the security for 
deposits lodged with it. It is in one view less a matter of comply- 
ing vriih a very proper provision of law than of securing the stabi- 
lity and public reputation of such institutions designed in the 
first place to foster saving and provide loans on reasonable terms 
to those who require them. 





453. In point of fact the proportion of akare capital to depoaita, 
particularly when the ‘ share capital ' ia a monthly suhscription, ia 
verj- high; but this does not justify a practice of allowing niaml>ers 
to add to or substract from that share capital at their pleasuiv 
without reference to the stability of the institution as u whole. 
These observations apply equally to provision for withdrawing 
share capital without pmviding for reference to court and for 
borrowing on the security of the individual holding of share capital. 
Similarly, it is undesirable that a member simuld enjoy all the 
privileges of u shareholder of a bank on the payment only of 1 per 
cent of liis subscribed share capital. 

454. It lias been repre.sented l)eiore ns tliat these provisions are 
e.ssential features of the nidlii in Madras and that the nidhi is a 
very irseful institution and should he encouraged and fostered. Aof. 
On these premi.ses it has been urged that as the Companies Act 
does not provide lor them lieing <-ondurted us hitherto, either the 
('ompanies Act sluuild lx* s<» amended as to permit of the uidhis 
lioing exempt Ironi its provisions when tlie urtiides of asHociatiou 

are at variance witli it (»i . in the alternative, that spec ial legislation 
should be iiitrodm ed make provision for these nidbis being lonti- 
nued on the lines t>n wliich they have been started. 

455. These nidhis, us we have ol>.served, difler ir<»m one anotluT 
very widely to sucli an extent in fat t (hat there is little in common 
between the tw4> extremes. A number of them have so amendetl 
their liylaws tlml the share i a(>ital is jiayable in a lump sum instead 
of in small monthly instalments, ami (he instalments are in such 
(*ases described as a deposit payable in instalments and willi- 
drawals tn tuio at the entl. This appears a p!'op(»r and simple 
course lor tlie share (apital is essential, the jiermanent fund on 
which the operations of a commercial concern are based while the 
monthly siibs< ription to a nidhi is e.ssentially a temporary saving, 
put into the bank only to accumuluta until it has reatdied a parti- 
cular size with interest — whether it is called interest <ir guaranteed 
dividend, it is immaterial — is added to it ami the wliole put at (he 
subscriber's disposal. There does not seem to be any reason why 
they should not in so far as they purport to do banking business in 
any form all (omply with the same rule. Similarly, some of the 
funds have abolished the rule that share c apital i.s withdraw^able and 
a few have gone further and stopped borrowing on share capital. 
These three important provisions, namely, 

(a) borrowing on share capital, 

(b) paying the share (^apital in monthly iustalmenls, 

(c) making the share capital withdrawable, 

differentiate nidhis from other banking institutions on a joint stoc k 
basis. We considei Uiat if they are to be treated as banks, they 
should fully comply with the provisions of the Companies A(*t ; 
and if they are to be recognized as public companies in which de- 
posits may with safety be placed, they must have stability of share 
capital and be controlled by those only who have a definite stake 
in their property. 
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Liqnidiition*^, 


4^. The nidlii.q in fact partake of the nature of three other 
iujstitutions ; (a) co-operative credit societies which provide for 

granting loans to and taking in deposit the savings of members and 
tor a democratic management with provision for safety based on 
share capital, supervision on a reciprocal basis, public audit and 
some modicum of (ioveriimeutal control; (b) public joint stock 
hanks, whose accounts are jnililished, based on share capital, paid- 
up, and controlled ultimately by the shareholders to receive deposits 
iiu<l to grant loans to mcmbeis ainl others, <‘hiefly others, in the 
interests of the sliareholdtos ; anil (c) the chit many of which are 
loose associations of a small number of people who make monthly 
contributions to a lump sum wdiicli is to a greater or less extent paid 
to one of tlie members at each jieriod of subscription. It is in the 
hands of one pel sou and though it is to a varying degree a reciprocal 
benefit affair, it is j un largely in Ids interest. 

407. The necessity <»f this fourth institution, the nidhi, par- 
taking the nature of these three has not been made very clear am 
it lias in tact been suggested tiiai tliey, sliould be registered as co- 
operative* snci(‘ti(‘s; lnit tlli^ (annnl Ih* ju^(lfitMl on tin* }>reseni 
constitution for it is a [irofil-iuaking couceru relying on the defaults 
and delays of tlie members in rejiayment of loans to provide the 
profit and dividend whiidi the normal lending rate would not 
sujiplj ; ami it is to be observed that in tliose nitlhis which take 
sliare ca[)ital in monthly instalments ami pay a guaranteed interest 
of ()| per ccMit on it, the loans given on that same capital air 
commonly at the same rate of interest. A bank can hardly hope to 
make large profits if it borrows Uml lends at the same rate. 

4d8. There are 228 nidhis at present in existence about 70 years 
after the first was foumled. ifanv of them are ex(‘elleiitly conducted 
but others are open to very serious (‘liticism and it has lioeu repre- 
sented that .some aie formed only tor the pur|)Ose of providing 
j)aid employment to tfie promoter. I'hat all are not suci'essful 
or well managed is showm by the following list of 118 liquidations 
of nidhis during lOH) to 1020. \Vc understand that the phrase 
* efflux of time’ means that the subscriptions to share capital have 
been completed and the wliole refunded. 


Ts’ idhis liquidated — 1910 — 1929. 


Name of the nidhi. j 

1 Paid-up ahare 

1 capital. 

1 Keason for liquidation. 

1. Adbambakana Hindu Janopakara Nidhi, 

Ltd. 

2 . Amt^ravati AgricuHuitiJ Saawatha 

Nidhi. Ltd. 

3. Erodfi Dhaua Labha Nidhi, Ltd. 

4. Kanaka^hapathv Dravya Sahaya Priie 

Nidhi, l4. 

R». 

86,226 
05,860 * 

11,664 

30,081 

Efllax of time. 

Loss wai anticipated. 

Withdrawal of shares by 
inembeia. 

Defunct* 
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Nidhu liquidated — 1919 — 1929. 


Name of 4h« riidhi 


6. Kathaxnpakaxn Kaliyttgaperuntal 

Jaoaaah&ya Dhanaaekham Siiawatha 
Nidhi, Ltd. 

6. Bittt Rijjaiia SaawathA N'dhi 

7, Woriyur Sri Ijtuk^huii Vila# KVa Nidhi, 

Ltd. 

8* Hindu Mahajana Sahaya Nidhi 

V. Hupp ai Sri Sitaruuianu jnyy a NiranlAtu 
Nidhi, Ltd. 

10. MannHdi Mutual Banefil Nidlit. I^td. 

11. Sri RttjarHjeswAra Pravya S^vbaya 

Liibha Company, Ltd. 

12. Sri Salui Vinayai^Ai' Svr.imi l>ruv\a 

Bahnya Nidhi, Ltd 

13. Sri Tirupporur Kanthap^rumhl l>ravy» 

Sahava Nidhi, L*d, 

14. T.K.B'.M. Kla Nidhi. Ltd 

16. B<t?ri Chfittirt Bunk, Ltd. 

16. Chennai Chinnnkkadui Aiumnn Hank, 

Ltd . 

17. Indian National Bfiififit. Coiupanv, 

Ltd. 

18. Jammalinadugu .^nyonya HraTyii 

BuViaya Baswutha NiOhi, Jdd. 

10. P.ippampatti Su V.-rahuiany t Jana 
BuhttVu NidVii, Ltd. 

20. BuhhittutiekenpH la vampud ur S I i Kaiuu- 

«waiiJi Vilana Nidhi, litd. 

21. Bi i Gotha K aink'irvA Ban»vi<rtini 

Nidhi, Ltd. 

22. Adhfunbukam Hind a 1 >hani»»<3khiiTa 

Nidhi, Lid. 

2 3» t'lty Jivcidhara Atuinal Ben* fit 
pany, I*td. 

24. Cnintadripet Baswaihit Klu Nidhi 
2o. Oaja L ikslmii Vii B(»bav.» Ni'lhi. 
Ltd. 

26. Hindu Bank, Ltd. 

27. Hindu Monthly Savings Fund. Seventh 

Branch, Ltd. 

28. Kehatriy as Fund , Lid . .. 

20, Madra# Hindu P*-rnianent Fun-l 

30. Mahatma Gandhi CpakuT a Nidhi , 

Ltd. 

31. Futtur Al uhainmadaTi MmIduI Benefit 

Company , Ll<1 . 

32. Bri MinaksVii ViJos Benefit ('ompHny.. 
83, Sri Rangaoharivar Safcvratha Nidhi 

34. Ananda Mutuaf Benefit Fund, Ltd 
36, Anuppapalayam Bhanmugu ViJat^ 
Banking and Trading Company, Ltd. 

36. Ami K Jd.B.V. Chit Fund Offioe 

37. Commercial Association, Ltd. . . 

88. Madnui Benefit Company, Ltd. 

39. Aladraa Bamayopakara Bcr.cftt Com- 

40 . Investuieut Fnj.«C Ltd. 

41. Paropakara Drarya Bahaya Benefit 

Company, Ltd. 

42. Pcriamet General Permanent Pond, 

Ltd. 



13.41 4 


Keaeon lor liquidaiiorn 


KiBux of time. 


Pela not . 
r>o. 

Could not stand competi- 
tion with a riT »l, 

>'411 ux of lm»c. 

Def unot. 

Hen 

1 ) 0 . 

l>o. 

Do. 

Ho. 

Ho. 


Ho. 

Lohs. 

I nauflSoicncy of {>iiiti'Up 
OHpit aI. 

i>o. 

Want of direotorvt with 








Nidbi* liquidated— 1919 — 1929 — cent. 


Name of ibo nidbt. 


43. FoDmobi Oanaaar Nidhi, lAA* .« 

44. Hamaxiatbai^raai B^ltUiola Nidhi 

46. Bonrasbtra Banl^ . . 

40. Bi. doaeph's ^Und, X#td. 

47. Triobinopoly Kottai Hindu Jajianokula 

RUa Nidhi, L»td. 

48. Walajabad Banking Com^n^, Ltd. .. 

49. Agra^rHaamakulam Lakfhiminarujana 

Nidhi, t-td, 

60. Anantapur Molual BeneUt Fund, Ltd. 

61. Coimbatoro Arra Vaiaya Commeroial 

Bank, Ltd. 

62. Coimhatoro National Bank 
68. Commercial Benaftt Fund, Ltd 
64 Con^eoTeram BaSwatha Nidhi . . 

66. QoTindanalokenpalayam Brt Janaki- 

ramakripa Tilaa Nidbi. 

60. Induatrial Byndioate, Ltd. 

67. Kamma Perpetual Benefit Society, Ltd. 

68. lAkahminaiokenpalayami Sri Venagopal 

Deranayaki Alaya Faripalana Nidhi, 
Ltd 

69 Mercantile InTeaiment, Ltd. 

00. North Madras Mutual Benefit Com- 

pany. Ltd. 

01. Parekh and Company. Ltd. 

02. Park Town Hindu Permanent Fund, 

Ltd. 

08. Preeidenoy Mualim Mutual Benefit 
Company, Ltd. 

64. Public Permanent Fund, Ltd. . . 

06. Kangambal Viiaa Obit Fund 

00. Samadhafiapuram Dbanalakabmi Vilas 
Nidhi, Ltd. 

07. Soraibnperiankuppaiu Sri Hama Sahaya 

Nidbi, Ltd. 

08. Sri Janaki Vilas Nidbi . , . . 

09. Bri Paramananda Benefit Company 

70 Tru®twort by Company, Ltd. .. 

71. Venugopalaawaoii Mutual Benefit 

Company, Ltd. 

72, Golden Benefit Society, Ltd 

78. Madras Muslim Hindu Mutual Benefit 
Company, Ltd. 

74. Malumaohampatti Bri Bakya Sabaya 
Pathuma Nidhi, Ltd. 

76. Paropakata Drarya Sabaya Benefit 

Company, Ltd. 

70. Parrati Vilas .Benefit Fund, Ltd. 

77. SantharasaJ Sri Lakshmi Vilas Chit 

Fund, Ltd. 

78. Brinsicksnpalayam Sri Rukmani Nidbi, 

Lt4. 

79u Sri Lsksbmi Anaada Krishna Vilas 
C^it Fund, Ltd. 

80. Bri Bnhrabmanya Vilas Nidbi 

81. Sri Tirnpurasandari Drarya Sahaya 

Nidhi, XAd. 

82. Byed Ali Bbakba Sahib Company, Lid. 
88. Vasaniba Fond, Ltd. .. 

84, VMloka Ooaamaroial Bank, Idd. 


Patd*up abars 
oapt tal . 

Bsaeon or Uqoidatioa. 

as. 

0,600 

Defauet. 

7,000 

Want of sulBoient funds. 

100 

Defunct. 

1 ,000 

Uo. 

441 

Do- 

2,74,060 

Indifferent mangaemsnt. 

6,200 

Defunct. 

11,020 

Disorder in the nidhi. 

26,760 

Defunct. 

9.180 

Want of funds. 

Defunct. 

1,100 

Do. 

31,62 > 

Loans irreooTsrable. 

200 

Defunct. 


Do. 

is «,100 

Do. 


Do. 

1,000 : 

Do. 

204 

Do. 

3,730 

Do. 

12,000 

Do. 


Do. 

200 

Do. 

32.050 

1 

Want of funds. 

2,022 

Defunct. 

1,80,900 

Loans irrecoverable. 

6.136 

Winding up by High 

200 

Court. 

Defunct. 

200 

Do. 

600 

Do. 

20,000 

Do. 

48,860 

Do. 

040 

Wound up by Court. 


Defunct. 

300 

Do. 

49,000 

Unsatisfactory financil 

200 

ooitdition. 

Defonot. 


Do. 

18,400 

Do. 

200 

Do. 

2,899 

Do. 

3,07 »800 

Wound ap by OonrL 
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Nidhig liqnidated — -1910— 


Nume of fbe nidbL 


CMP 


p 

Ximl. 


E««»on for Uquidtirion. 




S 5 . Yodayans-ithu MinakftSi Snndarani 
Owipcif.y, Idd. 

«4I. A»'ftnt«por Moto^l Bonollt FeruianoBt 
Pond, lAd. 

S7. AtbipAlttV ftto Brxniiith Ran aooja Kripa 
Vila« Nidhi, L,td. 

Chonnmmanaiek««pAla>’mm Htuxux Vila* 

Kidhi, Ud. 

89. Coimbrttoro l.obour«r« Bank «od Btor«i. 

l.td. 

90. I>hati»Hk»V)mi Mutual Benefit Coiu- 

par.y. 

91. KdHyarpaiayani Meha Vishnu Bank 

92. Kkanainpet Hhananukula Pw^watha 

>Jidhi. Ltd 

98. Govindanai* Veupalnyam TiraniaJ Pari- 
polana Nidhi, Ltd. 

94 . Irokiir pobratnuniar Kripa N'ilas 
Nidhi. Ltd. 

9 f>. Madrae Native P* »ni«nent Fuiul, Ltd. 

96 . Mad»lupal»y«tn bivatianda Nidt^i, Ltd 

97. Ondipufhur V Gnnwpathi Bank 

98 . r**riy*Mait*kt npAlayani Karivar atha 

Perunial Dev ti lava Paripalana Nidhi, 
Ltd 

99 Kama k. Co., Ltd. 

100 . PrinaitkenjMlrty m M adhulekrthini 

V il»w d:i' opakara N idhi , Ltd, 

101 . Bri Naickenpalaynm Pri H«npana*tha 

Nidhi, Ltd. 

102. Pri Venktt'a jtila j*athi Nidhi 

108 Pundara V ihia^UA Ooin^ny. Li««iN*d 
104: Yelttndipah.yam TaihaTaktila I ala- 
krisbnn V ilns Nidhi, Ijtd. 

106. Venkatapemui hr: Ki it^hnaVeni V ih*e 
Nidhi, I^id. « i ^ » 

106. Aiinnlapur Mutual Benefit Fund. Ltd 

107. Coimbatore Ananda Bank, Ltd 

^ 09 ^ A! oreantile Biuxk. I*td. . , 

109. II Ea» warn Paha ya Nidhi 

\\0, , P»>vpcari» Bank, Ltd. . . 

Ill Piihramaidwr Nidhi, Ltd... 

112 * Indigurai Mijirm * jovindaii>iioken- 

palityam Pri Kotbandarnma Krtpa 
V^las Nidhi, Ltd, 

118, KallidHikurohi Lakehmi Vila^ Perma- 
nent Food, Ltd. 

114. MalamachanpHiti Pri Piddhi Uaneaba 
llrav^a Pabaya Nidhi. 

116. Nayukkanpalayoui Pri Tirupolamaiai 
Kani^mnadha Nidhi. 

116. Pri FandnrangA Company , litd. 

117. Vadftkelor Maiiiswarm Nidhi . . 

118. Vlravandi Pri Banganaynkrdo Drarya 

Bekhara Nidhi, Ltd. 

119 Venkatapuram Bri Farthaaemlbi Bank, 

Ltd. 


It*. 


80<' 

Uafonet, 

ll,02« 


62,460 

l^au^ty of IrantAotiant. 

SO,76t) 

Po, 

7S,M5 

Pefunot . 

160 

Po 

63,260 

3,292 

Fauoitv of transaotiona. 

’ Po 

24,460 

74.9iH) 

Wound up by High 
Court. 

Faurity of traniMoticmr. 

12.289 

22,000 

27.800 

16,600 

M ieinan ugement . 

Pefonot . 

Faucify of tranwioliot h. 

I)el unot. 

60 

19.020 

Do. 

Po. 

20,600 

Po. 

89,000 

1,260 

48,460 

Po. 

Po. 

Pattoity of tranaaolicma. 

87,626 

Defunct. 

11,026 

20,600 

68,960 

17.200 

26,860 

3,2iH) 

21 .600 

Affaire in a louddle. 
Prfunot, 

Cnable to meet Habilitiee 
Defiincrt 

IJnabie to meet tiabiUtiee. 
f>ef unct . 
l»o. 

9 434 

FirntnoiiJ weaktifie. 

44.400 

Pefunct. 

10,000 

Do. 

664 

38,860 

18.100 

Do 

Do 

Do. 

44,21X1 

Unable to meet liabiUtiee. 


459, They are a peculiar inetitution o£ apontaueous growth in 
Madras and it is apparenUy mainly on this score that it is sought 
to provide legislation to estahlisb them permanently in their present 
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form but an we have already observed there is considerable disparity 
among the existing iiidhis; a certain number have eome completely 
into Tine with the Indian Companies Act. It in not a large 
number — there are 11 out of 114 cases examined — and these are 
flourishing concerns but they are enough to show the practicability 
of their action. These eleven iiidhis are as follows: — 



1 

Paid-up 

share 

capital. 

Depoaita. 

RefterTC 

fund. 

Profit. 



aa. 

B*. 

ma. 

a«. 

}. 

CaijLuhatom Aryan B^nk, Ltd. 

60,000 

2,27,111 

16,000 

16,W 


,, DniTya Bahaya Nidhi . . 

1 ,60,000 

1,61.226 

2,490 

19,336 

3. 

,, Oowri * Nidhi 

61,000 

84,600 

0,204 

8,829 

4. 

JatiOpatcai'a Ntdhi 

32,600 

6,66,886 

96.726 

29,692 

C. 

,, Kamalalaya Rank 

86,600 

26,847 1 

971 

4,629 

fi. 

,, Karnf u Nidhi, Ltd. 

Fonganur Hind a Janopakara Nidhi. 

62,000 

1,89,306 1 

36,610 

13,644 

7. 

21,233 

7,661 

164 

270 

S. 

Faraawalkaiu Pwrinanent Fund 

66,872 

76,630 

1,630 

947 

9. 

Salem Meroantile Bafik, Ltd. 

69.725 

2,236 

8,603 

6,707 

10. 

Saiom Bhevapel Mah^ijana Babayu 
Nidhi, Ltd. 


17,286 


7,013 

11. 

Tiruvateeswarar Hindu Janopaknnv 
Nidhi, Ltd. 

• * 



* • 


In none of them is share capital withdrawable nor do they pay 
the share capital as monthly instalments; only one of them, however, 
has gone to the full length of prohibiting lending to shareholders 
on the security of share capital. 

460. We do not think that it is desirable to staiidardis&e ainl 
stereotyj)e an institution which is still in an evolutionary stage, 
nor is it desirable to multiply legislation to provide for bxal varia- 
tions of the law relating to public companies and finance, or 
whatever they may be called, that is actually what they are. The 
fewer different kinds of banks and institutions there are the easier 
will it be for the general public to get to know the details with , which 
they must be familiar if they are to take the fullest possible 
advantage of the facilities provided. 

461. Finally these nidhis do not fit in. Those which finance 
trade or industry to any material extent are the ones which are 
hardly distinguishable from joint stock banks; others founded on 
the more transient basis of a withdrawable share caj)itHl are hardl 5 ^ 
in a position U> do so. They can, as they do at present, provide for 
savings and for loans io individuals of a long-term nature, taking 
considerable risks and having their money tied up for long terins as 
they develop however. The Coimbatore nidhis are, however, 
financed by share capital and fixed and other deposits in precisely 
the same manner as other banks. The recurring deposit has not 
been greatly developed and their resources are not particiilarly long 
terms. They keep current accounts so called but they are not 
current accounts as ordinarily understood, for in the absence erf 










H gimamim of payment or rat bar in the preaeuce of au uaaunmce 
iliai payment will ouly Ih‘ nuule if it is eouveuieut lor ibe bank 
to da so, tiieu aciHiuuts cau liardly be operated on by negotiaVde 
cheques. 

4f®. We would thereioie recommeud that these uiUhis be deve- ' 8n>ig «twm» 
loj>ed in striet eouforiuity with the Indian ( oiupames Act, parti- 
cularly in regard to the nou-aithdrawability oi share capital and ^ 

to their paving at least o per cent oi their share capital on alhu- 
ineui. 'iiiey might provide for prospective shareholders opening 
a deposit account which slioultl In* converted to a share-holding, 
then conveying on tlie luilder rights of meml>ershij> when it grew 
to he large enough hut in the meantime it siouild he only a deposit 
coufeiring no projuietoi ial nglUs on tiu* depositor. Tlie nidi) is 
should not lend on the securily oi siiare ca|>itul hut tliey should 
encourage long-term recurring <leposi(s and savings deposits. They 
should develo}> a .strong share capital and set aside a considerable 
pro[iortiou ot [irohts each year lor tlieir r<»ser\e funds. They 
should maintain ( unent accounts only wlien they are in a position 
to provide that tluidity <»1 funds which is essential to develop 
current acioiinl lianking on any considerahle scale. On this basis 
they might lend tor short terms on gold and other readily reulixahle 
sec urities suc h as (hivernment paper, goods in go(h»wns and personal 
securities cd proved merit to a muc li more limited extent; it would 
tlien he ieasihle to lend tor longer terms on mortgage security for 
general indu''trial purposes. Thcdr position could he strengthened 
if thev could 1 m* te(h*rated somewhat on tlie lines of the co-operative 
central hunks with an aj>e\ hank which would lie a balancing 
centre, ensure that they develop cm sound lines and see that tlieii 
management kee[» within the limits of finaiiciui jiropriety, 

CHAPTEH XIV. 

MoXEY-LI':NnKllS. 

4(^1. Among the various communities engaged in money-lending 
are the smaller Marwuris. 

4(i4. Thev are to Ih^ found in many oi the* towns, large and Mttnrariii. 
small. They will lend to any t»nc at a price and their acTessihility 
brings them muc*h <‘u?%tom from tlo* needy c»f all edasses. Some 
of them arc reguUiv pawn-brokers lending c»u gold and silver, on 
brass vessels and on almost anything that can he sold ; hut thev 
lend also on pro-notes and produce. Tlieir funds they provide 
partly from their own c*a|dtal and to about an ecjual extent by 
bor^wing at 8 to 12 |»er cent from the more wealthy Marwari 
bankers. 

466. Tlieir rate.s of interest vary^ acreording to the demand for tutetaf 
monev, fb«ir estimaV of the secMirity offered and the need of the tMtetnet 
borrower* It is this last factor which must be condemned. The 
smallest of these money-lenders operate among workshop coolies* 
railway employees and the like, lending petty sums at tales vary- 
ing from 20 to* 160 per cent. With the development of his business 



EttrftI 

looney^ 

Irnder*. 


Mod« of 
borroving 


Haittof 
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larger loang are given at more reasonable rates which vary ttsiially 
between 12 and ^ per cent. 

466. There are money-lenders everywhere, but it is doiibtfiil 
whether even half of the money-lending of the Presidency is done 
by professional money-lenders. The evidence we have inf||caie8 
that the major part of it in the village is from one ryot to abbther, 
while the rural money-lender who does nothing but money-lending 
is rare. He is generally also a small merchant and ryot. There 
are * Komatis * (VaisyasJ in the majority of Telugu villii||e8 — 
in all except the very small ones — but they are generally i^tty 
tradesmen, keeping a small shop or doing business as a mei^ant 
or commission agent. In other plac^es, e.g., in North Arcot, the 
uilraonger does all these branches of business. The Vaisya Chetti 
is to be found scattered over a wide area chiefly in the central and 
southern districts, while on the West Coast the Mapilla is commonly 
the mercliuut money-lender, and other Muhammadan communities 
notably the Labliais carry on I>etty trade and lend money to villagers 
on produce which is ultimately to come to them for sale. These 
petty merchants work largely on tln^ir own capital, particularly 
in the villages, but they do also borrow^ from the indigenous 
banking communities in the towns though only the most prosper(»us 
of them get any deposits from the public in the villages. The 
ryot money-lender docs liis business almost entirely on liis own 
capital though lie may borrow for his own needs during a part of 
the cultivation season. 

467. The borrowing takes the form in tlie first place, if it is 
a small loan for current expenses, of an entry in the khata ac<5ount 
to which the borrower puts his signature or mark. If this loan 
is neglected it swells and a pro-note is executed. The pro-note 
may, as it occasionally does, stipulate a higher rate of interest 
than the lender is prepared to accept and the higher rate is only 
enforced if the creditor is obliged to go to court to recover. So 
long as the monc^y-lender thinks the ryot is good for the amount 
outstanding, he does not much worry, nor does the ryot. Cdbse- 
ij^uently the debt continues to swell and the pro-note becomes a 
mortgage. It is then only a matter of time before that piece of 
laud changes hands. This is quite a normal procedure. It is to be 
borne in mind that the village sowcar — luahajan — banya — mofley- 
leuder, by whatever name he is known, is more than a money-letfdei 
in very many cases. He is the village banker and keeps a running 
account in the khata with all the principal ryots. He pays them 
cash when they want it and they repay liim in cash and kin^ut 
intervals. The ryot is as often as not illiterate and being ilf^t 
re<^oning is not in a position to check the accuracy of what the 
sowcar tells him of the state of his account, but he can take the 
matter k) the village sidioolmaster or karnam or other friend con- 
versant with arithmetic to ensure that he has not been cheated. 

468. No doubt, the «*omiuon rates of interest on good first 
mortgage is 12 per cent, but on pro-note and on pledge of goods 
— gold and jewels — it goes higher. It is not clear why a loan 



sliould be at u higher rate when secured on a pledge at — 
ii could faurdly l>e belter *>ecured and one can only suppose that 
it is because of the f>orroa*er^s urgent need that he borrows on 
such security and ou the same cH>nsi deration a high rate of interest 
is cl 

469, It must not be imagined that the lander has it all bis oa*n 
way. The ryot may Im>i row from tu’o places from the same crop 
and repay neither. The Government may sell for arrears of laud 
revenilM the land mortgaged for another loan ; a future mile and a 

purchase may bring the lauil back to the original debtor 
free or the mortgage ; a c rop failure may reduce the debtor to 
bankruptcy. There are in fact Vmd debts due to many causes, 
accideutal or deliberate. Gne does not often hear of the village 
moiiey-leiHler going bankru[)t hut no doubt this does occasionally 
occ’ur^^ Hotli landbjrds an<l other ry<*t.s carry on lending businesses 
oi» .similar lernis. au<l they are moiiey-lendei s c’<»minonly give loans 
ill kind and tliey also give loans in cash with a stipulation of reimy- 
nifMit ill kind, 'riiese b»aiis involving r<*|>ayment in kind are usually 
at liigher raites than (h<».->e for cash repayment and commuuly 
involve repayment with to ot) per cent of interest. 

470. 'The rates oi interest must be iliHiMissed in some detail and 
the following statement prepart»fl froiri the evidences of witnesses 
vsliuws the rate of interest paid hy agriculturists in the various 
districts : — 


Kates of inifU'cst j>aid by agricullnrists in vari(»u8 districstH 
of ihf Presideney. 


Name of difetrint. 


Gall jaiu . , • • 

VijRHgapatHiii 
-Podavari, K»t»t . . 
43odavari, 

Kiatiin 
G untur 
Kellore 
(j'nddapiih 
Kiiriiool . . 

"^nantapnr 


Madr^iS 
Cbiiiglepnt 
Afoot 
"^hiiioot • . 
Hoaih Aroot 
Taniore 
Tricliinopol y 
Madum • . 
Kamnad . . 
Tinnerelly 
Balem 
CoitD'batore 
Th« NilgiriB 
Jdalabar • . 
Boath Kanara 


i'rofeit- 

HlOtUtl 

money- 

lenders, 

12-26 

12—36 

18—26 

IT/ Ian 
12— 4V»i 
16—24 


12—24 
9—36 
(12—18 
Genera J) 
16 — 36 
12—60 
12—48 
16 — 36 
12—371 
24 — 36 
12 — 24 
1 2 — -24 
12—36 
18—36 
12 — 36 
J2— 86 
18-^20 
18 — 30 
12“~'18 


Ct 

money- 

ieiiderH. 

12-24 
12—24 
12—18 
12 — 36 
9—24 
9-15 
12-24 
9 — 18 

74—12 

12—24 

12-86 


9—24 

12—24 

9—24 
9 — 18 
12—18 
9 — 24 

12—18 
12—94 
12-*-18 
12—24 
12 — 40 
12 — 24 

12^4 

12^-26 


Cay miint 
of intfr**!*! 
in kirtd . 


50 

50 

26—374 
26 — 50 
20—26 


24—48 

36—50 


24—33 


36—60 


60 
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m. Thiw ffiatetneui ahown what earli wiineas conHiders to l>e 
extreiuf* rates paid, hut does not show at what rate the Vialk of 
huainesH in done. It indieates that comnionly 12 to 24 per^seeut is 
paid and that o<*easioiially it may go to d6 or even 48 per cent. 
Where the practice of paying interest in kind obtains* th€|m:^tual 
rate of interest ranges from 20 to 50 per cent. f 

472. The following statements show in numbers and graphically 
the number of mortgages registered at ditferent rates of iateredt. 
Jt is couipile<l by taking the result of examining 100 mortgages 
in a year every -i years from 1887 to 1029, showing the jIbLmber 
of t hose 100 mortgages falling under each rate of interest The 
result is tliat the number of mortgages at 12 per cent remains 
about constant, the number registered at higher rates has fallen 
off and the number at lower rates has increased and the giaphit' 
representation shows clearly the gratluated downward trendy of the 
lates <if interesi, 

A more striking example of (he redmtion in interest rates is 
shown by <*oniparison of two reports of tht^ rates of interest paid 
by the lladagas to merehant-money-lemlers in ilie Xilgiris. In 
1912 the rates ran from do to 70 per <‘ent, but in 1928, d5 [>er cent 
was the maximum. 





ine the number of cases in which different rates of interest were charged on mortgage* registered 














8*4 

^3. The following statement prepared from the reports of onr 
InTestigators shows the amounts boiTow;il^ from money-lenders at 
different rotes in the village. This shows 12 percent as the most 
important rate, though there are contfiderable sums at 18 per cent 
in dry villages particularly in Bellary district on the Deccan. 



£N4itement showing thp amounts Ipnt bv monej-kiidere on different ratt's of intprost in tb<‘ 12 villagpt surveyed 

by investigators. 


226 


1 

a« 

M 

J 

3 

^fav/v{«dii»i| 

S 1 3 i S ^33 $ 

i ;■: ;S :a : : : : ;•>' : :* ^ : 

o 

so 

rs" 

*jreihtui«j0 

a 5 » 2 aaasa «» 

•I0> v^ ^ 



g St; a S S 3 

2. 

MU 

Cl 

o 

L, 

1 

m 

a* 

3 

<0 


^ i 5 

TO 'O* e-i 

cs 

•M* 

VH 

aivtnijipo^ 

i ? § SfSSjsl 8 a 

<35 Cl ^ «coTO»--iTOih iph 

Sr.- : * r. - : : 

I 

•1 

5 2 :2 SSSfS S 

X U> a6 5u»?»«C'«' ' 

3^ :=^* --^* . ^ 

S' 

'a 

-5 

juuiu8vq;) 

vS ^ ^ 35 ^ 

*; o * ' 30 -TO • c» ‘ -TO . . . . j 

“ SS ■ ■ 

cc 

ao 

(«a3w}i X 

1 

g 2 2 .'i Egg 

r- ' M . * Cl 

2 • 

TO 

c* 

TO 


O O SC o 

^ TO ^ ^ ^ t-4 ^ 

» ■ ■ ’ ■ CO ‘ ' c' csj * ' ms' ’ to" ' • ‘ ''%A “I 

CM 

r-« 

. '«Si 

.S 

.9 

'C 

► 

■X 

S 

o 

* 

93 


Q O Ci O t-- — 

« ^ M> M OO -t 

a< * ■ * * *■ CO TO MS v-s * ! 

! 

’"** 

MM 

Mi 


^ S ^ ^ ^ TO j 

as ■ c r c s ' '3* 

!a 

is 

•oJnniw^v 

o O O^ OMSTOr-s o 

35 OM^*^ Ovf'^CM «• 

««>o» r^o TOr» cs 

jjii MS : : : -^ : •» : : ; c* : . . : . ; ; ; 

■ «s MS 

TO 

A 

•M 

Ji 

a 

M 

Vd. I— 29 

'T'" 

g 

0 1 
? asSTSTo'S'i^'S* w wT^TO 

g «...4^^^<i,^,^fM4y.^vHv-«e-4«MS^r4w<Ss-sTOO0#«nTOt*is 

£ 

t **.^1 


Vd. 1—29 


















474. The following fttatement prepared from the settlement 
reports of Tanjore, Trichinopoly, East Oodavari^ Bellary and 
Anantapnr gives the rates of interest for seeured and unsecured debts 
in those districts: — 

of imioroat— 8Hihmo$$i Bsfcrta. 

of hiteresi. 

Tar)jor« district — 

Scoured debt 9 to 12 per ©cnt. 

Unseoa red debt •* .. .. . 6 to 24 ,, 

Triohinopoly district — 

Jf borrowed froni ryots . . . . . . . . . 12 per o«nt. 

,, inoney-lenders .. .. ..18 ,, 

Bast Godavari, Weet Godarari and K.istna- 

Mortgagee of immovable property . . . . 9 to 12 per cent. 

Pledge of moTttbJes . , , . . . - - . . . . 12 to 16 ,, 

Unsecured loans . . . . , . . . li to 18 ,, 

Beiiary and Ananiapur distriots — 

Blaok cotton soil taluks of Bellary and Anant^pur — 

6 per cent and lees. 

6 to 9 per oent. 

9 to 12 
12 to 18 
18 to 24 

12 per cent and less, 
more than 24 per oent. 

12 per cent and less, 
more tha»i 24 per oent. 

I 12 per cent and lees. 

I 12 to 18 per oent. 

I 18 to 24 

A few thousands of rupees were taken at rates higher than 24 per oent. 

475. The following statement shows the rates of interest claim* 
ed in suits in courts in six districts: — 


4 p.^r oent of the amount of debt 
22 

23 

8 

Bed soil taluks of Bellary district — 

67 per oent of the secured dehtj 
3 

80 ,, of the unsecured debt 

1 . 
H€k 1 soil taluks of AnsiUspur district - 
70 per oent of tbe secured debt . . 
80 ,, of the unneoured debt 

12 ,, of the scoured debt . . 

16 ,, of the unsecured debt 

2 ,, of the secured debt 

3 ,, of the unsecured debt 


Hate of 
interest 
olaimed. 

patam . 

Ch ingle- 
put. 

Ramnad. 

Komool. 

Salem. 

Tanjore 

Total. 

1— 2 

• « 






4 

3— 4 

9 

19 

, , 


, , 

♦ • 

66 

4-^ 6 

8 

2 





28 

6— 6 




1 

, . 


1 

7 

122 

80 

iol 

660 

47 

36 

1,036 

7— 8 

22 

7 

36 

111 

7 

• • 

188 

8 — 9 

. . 

, , 

, , 

11 

6 


17 

9—10 

176 

169 

281 

1,076 

47 

26 

1,764 

10—11 

30 

33 

94 

76 

63 

6 

800 

11—12 

. , 

. , 

. , 

6 

4 


9 

12—13 

1.217 

2,670 

1.747 

4,282 

678 


12,298 

13-14 

8 

6 

91 

13 

26 

11 

166 

16—16 

181 

116 

726 

388 

190 

aio 

1,810 

16—17 

9 

8 

38 

16 

6 

8 

79 

16—19 

661 

428 

766 

418 

169 

1.864 

8,676 

19—20 

2 


14 

2 


4 

22 

20—21 

, * 

* * 

, , 

1 

26 


27 

21—22 

10 

11 

20 

23 

4 

1 

69 

22—23 

9 

X 


2 

6 


17 

24 -26 

1 

208 

612 

72 

332 

169 

176 

1,664 












22t 


1UI« of 
iatercol 

Visaiga- 

pitam. 

diitkeis- 

put. 

KstDLlMd. 

Karnoo]. 

fklsni. 


T«U1. 

n~n 

76 

13 

17 

812 

1 


418 

lS-^27 

3 



* • 



2 

27— 2S 

. « 

8 

1 

1 

1 


11 

2S--2a 

1 


• * 

, * 

, , 


1 


3 

18 

9 

254 

12 


301 

S1--S2 

3 


8 

3 



9 

3»--34 


7 




1 

8 

St— M 


1 

* , 

, , 



1 

as~s7 

22 

153 

5 

26 

W8 

6 

310 

37— S« 

53 

185 

2 

73 

12 

1 

827 

»y— 10 


1 





1 

40 — 41 

« « 



, . 

1 


1 

42-^3 

. 

7 





7 

4t— 4« 

1 

2 





3 

4S— 40 

Si 

30 


5 

8 


45 

60--6l 

2 

4 


4 



10 

51— S2 


1 


« * 



1 

S4--55 


2 



1 


3 

SS-57 

2 



• • 



2 

57—^8 

• « 

3 


« * 



a 

SO— si 

1 

18 

i 

1 

5 


25 

S2-S3 

1 






1 

S4— S5 


1 





a 

S7— S8 

•» • 

4 





4 

72- 73 


1 



2 


3 

76-^78 

’ ’ll 

78 


81 



170 

00—91 

1 1 

0 


1 



7 

95—97 

1 






1 

100 

1 



• • 


1 

1 

120 





4 


4 

148 




1 



1 

150 

” 1 



3 

2 

1 

7 

192 

1 

s • 



1 


1 

220 

1 

1 





1 

225 

1 



. . ! 



1 

300 

1 

1 





2 

Tot*} . . 

3.743 

4,63 V 

4,012 

8,130 

i 

1,580 

i 

3,753 

1 

24,K07 


47(>. Nuttukkottui ('hf‘ttiyaf>i, Marwariri uiul other money- Knmla 

lendern lend iurnull »um» of money to pettj' tradeiH on wlial known 
as the kaudu, kisti or thuiidal HVfitem. Surii money-lending nljfjprt 
gu hy tlie name of kinti or thavanui nliops. Big im>ney-leiulerH of 
g<K>d reputation very rarely liave reeour»e to tln« system. A num 
of R». 100 is lent to a small trader and an interest of say Its. '1-12-0 
is taken in advance, only Its. 06-4-0 l>eing paid to hi*n and in 
other cases only fK) per ceni is advanced. The iKirrower lias to repay 
one ruj>ee daily for 100 days. Irregulurity in payment of instuf- 
menls entails the payment of penal interest of two or three pies. 
Sometiines it is stipulated that repayment should be made in weekly 
or monthly inetwlments. As no rebate of interest is allowed on 
the principal repaid, ♦he rate of interest actually works out to a 
much higher figure than that stipulated. For instance, li a sum 
of Rs. 100 is leiit repayable in 10 monthly instalments and the 
interest of Rs. 10 is di^ucted in advance, the a<*tual rate of interest 
works out to 26f per cent per annum Agriculturists rarely borrow 
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Kegi»>rattoit 
of money- 
lenden. 


CMt fundn. 


undler this system, which is used almost exclusively !u towns for 
lending to factory hands, petty shopkeepers, etc. 

477. It has been remarked in another place that lending is 
often done with an eye on the borrower’s land and it appears that 
this is most coniinonly done b}' the ryot lender who covets the land 
and not by the sowcar who often does not want the land. The 
[professional money-lenders are anxious to get their interest each 
year and do not rush to court to realisce principal so long as the 
interest is paid. They prefer to give the cultivator every chance 
to pay them. 

478. Tlie rural money-lender usually kee|).s his accounts but he 
may employ one or two clerks and tlie bigger money-lenders in tbe 
town whose ti ariHactions may g(» io 20 lakh.s may keep several but 
their overhead charge.s on account of establishment are not usually 
a lieavy item, and the main set-off against the earned interest is 
the amount of bad debt. Nevertlieless a [uosperoiis money-lender 
would recover, we <*oiisider, after providing f<»r bad debts and 
establishment and other costs of recovery at any rate 12 per cent 
on bis cujpital. 

470. If the money-lender lent at rates which were' covered by 
tlie security offered and the facility for oi' prosjpect of recovering 
the loan, tliere could be little comjplaini and it would be necessary 
railier to protect tin* ryot against his own folly in borrowing too 
freely and using unwisely what he has borrowed than to guard 
him against the rapacity of the creditor, but on occasions it apjpears 
that lender goes further and j)uts up the rate on account of the 
iguorari(‘e ot the borrower, the lack of finance from other sources 
and tbe urgency ot tbe need. 

480. Ultimately it may be practicable io enforce registration 
of all money-lenders but at present we do not think tliis possible. 
We ('ousider tliat it should be optional to a money-lender to register 
or take out a licence stating bis trade name, style or vilasam and 
bis address, llegistration or licence would make it obligatory on 
tbe money-lender to supply statements of accounts on demand but 
in no case less than once in a year to any debtor. In the absence 
of dispute as to the accuracy of such statement it will be presumed 
to be correct in any claim preferred in regard to it in court and 
the debtor will be barred from disputing it unless he has done so 
within 15 days of its receipt. 

481, The chit funds in this Presideacy arose before communica- 
tions were developed when village had to be largely self-suppojting, 
Tlieir nature has been outlined briefly under Chapter III and it is 
clear that such a system to be worked successfully among persons 
of limited means, for whom indeed it is primarily adapted, 
depends on having members living and remaining in one place. 
The more the members are enabled by improved communications 
and other factors to emigrate to otlier villages, districts or countries 



the more daugerous it becomes to ruu hucIi chits and greater ai'e 
the chances of embeEslemeut and evasion. 

482. Chit funds have been classified under a number of different 
headings but it seems Hutficieiit to enumerate a number of the 
commonest forms, i>ettring in mind that there is no standard form 
or sterei>ty|>ed set of rules. It is open to a promoter to introduce 
auy variation winch his ingenuity may devise and his partners l>e 
induced to act*ept. There is c*on»ec|uently great variety and there 
are everywliere minor variations of the same general models. The 
main types are — 

(<i) The n\icitoi\ vfut fund . — In this the Iviiul is run for as 
inuuy subscription periods as there are shares. Each member has 
usually one share but lie may liold several making a subscription 
for each. The promoter takes the fund almost invariably at the 
first paj ineiit and tliereaftei the ( t)! led ion is put up to auction 
among tlie members ami the one who hitls the lowt^st amount is 
paid that amount on his executing a pro-note or mortgage to tlie 
promoter to ensiut' Ins continuing to jiay his suhseription as eacli 
instalinent falls due. At the next period the sm'cessful hid<hu 
drops out of tlie auction though continuing to contriVuite. Thus 
each meml>«r gets the amount once and on eacli auction the amount 
saved is divi<led among all the other imunhers whether they have 
|>reviously lieen a sm'cessful bidder in an auction or not, or in 
just as many cases among the memliers wlio hav(» not previo\isly 
been successful. The fir>t instulment.s naturally gc> at a consider- 
able discount and it is ijuite usual in a monthly auction ruimiiig 
foi* less than a 3 ear for a member to have a discount of dl) or do 
per cent and this discount gradually dwindles until the last memhei' 
gets the full amount. A numerical e.xamplc will illustrate tlie 
meaning. 

Ten persons j>ay Its. U) a month for ten months and let us 
suppose that interest is calculated at 1 per cent per month and 
that bids are made as indicated ; (hen each pays or leceives the 
following amounts : — 








290 


A pay# R«. 100 in ten monthly in»talxnente equal at the end to 
100 plu« iiiterertt — 104-5 and get# back 100 pins 18J plus interest 
for nine months — 9 == 127 


B 

C 

D 

E 

F 

a 

H 

I 

4 


pnyn 1<H~S and a«tii 61 14^ li- X 6t a=: Bi| 

M 68 + 14# -h X 6« = S7|. 

.. t, 73 16i + jJ,. X 7S = V2J. 

,, 77 16# + X*. X 77 = 96}. 

M , 82 + 16i + X 82 101#, 

M ,, 86+ 165 + X 86 106;. 

M yl + 17; + X 91 == 110. 

96 + 18J + ;*,, X 96 r=. 116f. 

M ,v 100 + 18;+0 ^ 118J. 


lliis assumes a preliminary bid of 30 per cent discount which is 
riot at all nii usual. bu( this and the subsequent bids depend on 
the urgen<‘y of each ineinber’s need and the degree of competition. 
It is clear that at the rate.s of interest we have assumed, it does 
nut pay to offer such bids. The members are usually quite unable 
to make such a calculation and consequently it is left much to 
chance whether the bids made are sound from a business proposi- 
tion. Nicholson s[)eaks of bids of a dis(‘ouiit of 05 per cent but 
we have not been able to find that su(*h high bids are now common. 
In u particular instaiH'e wliicli came to oin noti(*e a V>ank ' was 
ruiiiiiag chit fumls as its sole husiness. Eacli chit (onsisted of 
2U sliures, three being lield by llie bank. Kach paid Ks. 25 a 
lucmth and tlic total less 11s. 15 for running expenses were put up 
to auction. The first auction bid was Ks. 350 and the bank on this 
got Rs. 15-1- (485 — 3(K))^I{s. 35-4-0. Then tlieir auction went 

for Its, 300 and the bank then got Rs. 42-12-0 in addition to get- 
ting the whole pool three times for its subscription of Its. 75 a 
month. It was evidently a profitable business though it had no 
reference to llie name under which the hank was trading. Another 
point i« clear and that is that the profit or loss to any member 
depends not merely on his own bid b\it on tliat of all other 
members. 


In (ertaiii districts, however, it is not unusual to give the 
collection# of a particular period to any member who is in urgent 
need of such money; thivS is a special feature in Guntur and 
Viaagapatam districts. 

(h) The second system is the rotating lottery chit. It differ# 
from the first in that the members take the amount in rotation, the 
order being decided by lot. In this obviously the man who draw# 
the first chit gains and the man who waits longest loses most. 

(r) The third system is the prize chit. In this there are a 
large nvimber of members whose number bears no relation to the 
number of instalmeuts. There may be 500 members of a chit run 
for 20 monthly instalments, then "a fixed prize amounting to the 
amount to be paid in full by one member, i.e., the perio^c contri- 
bution multiplied by the number of instalments is given to a 
iueml>er <lecided by the lot^ each a month or in the 'alternative by 
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Skiiction. The winner executee a pro-note and continued in the 
fimd. At the end of the }>eriod the uuduci^edeful contriVuitorfi get 
their subscriptions back but in the maantinie they may g^et loans 
at interest from the funds collei'ted monthly but remaining with 
the promoter. 

(d) In the fourth system the pri*e chit is varied by the fa»'t 
the successful member drops out and takes no further part in the 
chit. This is quite comnioii save a lot of troulde in making 
collections from a person who has then very little further interest 
in contributing but it metuis that intt'rest must makt* up th** 
defi«*it caused by the ('essalioii of out* ?ut«iuht*r"s t tuiirihut ion eacli 
period iu ortler that each iueiulH*r may get his subst ript ion bat k. 
In this form the winning member usually gets a et>nsi<lemble 
advantage at the expense of the others. 

(c) Tlie fiftli system is (alletl tin* d i in i n isti i ng list f'liit. In 
this the iiumher of members has nt> relation to the inimWr of 
instalments. The successful ineinher eat h mt>nth is deciileil V^y lot, 
he ret'eMves a fixed amount t\< agreetl anuing the- nu*mhf*rs and the 
priise i^s not necessarily the «iiuount paid in hy the luemheis. The 
halance at eat h subscription afltu tin* winning member has received 
his ]»ri3te a4d tlrt>ppe<l <uit id the chit is put tt» tlie credit of the 
fund. Tlie fund is at tlu' end divided among the members and as 
the members who ilrew prizes almost always got more than they 
put in, the other nuuul>et\s g#»t less unles.s the fund is lent f>vit at 
interest. This kin<l <d fund is ciuiiituui with small numei'ous sti!»- 
s<‘ri |>f ions, e.g., oOO su1is(‘ri!>ers of one rupee a month ami being a 
ti'oublesome business to collect so many small funds ami as tb«^ 
j>eople conf'crned are m»t in affluent ciit'umstances and u man of 
[josition w'oubl not run sui b a « bit frauds are c’ommon. 

(/ ) A further variation of the last chit is jirovided by 
making the subscription Ivegin with a very small amount and then 
im rease in arithmetical progres.sion at each payment. Thitt of 
course a variation tliat (mh he applie<l to almost any chit but we 
have come across it only in conne.\ion with the last -rnent ioried <ine. 

48*‘b It will he plain tliat smdi chits can be run for rupeee 
and for Viags of niit <»r for any other commodity and in fact they 
are run for annual payinent.s of Hs. 1,000 each among men of 
considerable ]iositioii and they are lun at tbe shandies among the 
old women who sell vegetables and make a contribution weekly, 
each in turn getting the p<K)l to supply her with <‘apital to huv 
the meagre stall of vegetables \%'hi<*h she takes to the market. 

484 . There are accordingly a vast number of such chits run 
among almost all classes. The Court of TVards finds it necessary 
to provide for the continuance of such subsrription on f>ehalf of 
considerable estates whi\ h have fallen under its management while 
in some towns there appears to be hardly a working man who has 
not got some connexion with or close knowledge of some chit. It 
is consequently in view of the very large divergence in their sise 
imposslme to get accurate information of their number. 
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486 . Again chits are nm confined to a small village or to a 
particular community or petta (quarter) in a town. On the other 
hand, there are chits to which menihers in different parts of rural 
society in which communications were defective and emigration 
from the locality rare, where the members could easily be got at 
to <luji them for their contribution but the development of com- 
munications has not yet brought about their downfall and if it is 
oiisier for a member to get away from the management of the chit, 
eijually is easier for the management to purstie him. but the 
other coiiditioiiH, lack of organized ( ledit facilities to permit of 
savings de[)oHits, the accommodation of small capital and the 
accessibility of loiins on easy terms, bus not so greatly altered that 
there is now no occasion for such chits. We liave no reason to 
suppose that their number lias diminished and it is certain that 
thousands still exist. 

48(5. It is inevitable that there should be in such a system a 
large variety of malpractices. In certain forms it is run definitely 
as a lottery in which it is a (‘ompleie gamble whether the member 
wins or loses. The diminishing chit fund may result ii> later 
members getting a smaller price than earlier ones but it was 
undoubtedly designed to meet t)ie end of members iceasing to 
subscribe after they liave drawn their price and leaving it to the 
promoter to sue him in the civil courts, hut the lottery is an appeal 
to the gambling instincts and cannot he <Muouraged by any one 
having tlie interests of sound business and banking develo])ment 
at heart. 

487. Ti is plain from the start that there is rarely any 
philanthropy in conducting such funds. Though on ocrasions chits 
of all kinds ari* laiii a< lc‘ast pai-Hx 1o su|>]>M]t a (licrilv or rcligioirs 
obje(‘t, the promoter does it for what he can get out of it. He 
may have had some mi.sfortune or loss wliicli may bring him the 
sympathy of the villagers and consequently their willingness to 
co-operate in a chit, but the chit is for the y)romoter generally. 
Furtlier the promoter will not raise money in the long and difficult 
jnetbod merely to raise a Ium{> '^uin loan it he < (odd do so (dsi‘- 
where on reasonable terms and it follows that he is commonly not 
a person of great credit. In fact it has been observed that he is 
commonly a ‘ man of straw’.' The absence of accounts is a common 
failing and the death of the promoter is apt to caxise endless difficul- 
ties with heirs particularly when a number of meml>ers are only 
too anxious to droj> the whole matter having drawn their prizes 
and there is a lump «um of accumulated balances in the hands of 
the pmmoter and little, if any, precise af‘( ouiit to show how matters 
stand. 

488. The profits of a chit fund are derived in part from penalties 
tor delay in the payment of contributions. These penalties may 
be and commonly are at very high rates; 3 pies, per rupee per 
day is not uncommon and this is at the rate of 57() per cent per 
annum. When accounts are not properly kept and the members 



an not good at arithiuetic it is a simple matter for au unsorupxi- 
person to extract penalty beyond what is due and suppress 
thtilm when it comes to sharing piofits with others. 

489- The ae<'uritie« taken frequently make no mention of the 
chit and a suit is followed by a plea of lat'k of consideration and 
the promoter pleads non-payment of subscriptions to delay or 
reduce the payments made to successful menjbers and it is not 
uuoomiuon to pay memberH not in cash b\it in the eiidoi-sed pro-* 
notee of other meinV>ers leaving them to recover what they can. 

490. Tiiaolvencv will ruin any chit and witli iin’ieasing resort 
to such a procMuhire to evade payment i>f tiebts the position of 
members becomes increasingly precaiitnis as the <*!n( pnaecds. 
These are some of the more ohvious ilitlir-ult ies hut out* District 
Magistrate* has dest'rihed their ahu-^e as a weapon use<l l>y landlords 
to get control over their illiterutf* tenants and in ''rinnt^velly the 
strong expression was given to the ahtises hy uiisc'rnpnlous persons 
setting up as ( hit promoters (karaswans) and making consideral>le 
wealth at the expense ot * innorenl and unwaty }>ersons/ 

491. These are indeed ol>vious (hdeits. Apart from the gam- 
bling nature of some of the chits and iht* fact that the reasonable 
and propel' use of smdi funds involv(*s a knowledge the ‘ jiresent 
value ’ o{ any s\il>script i<ms far beyond 1h<* experienct* of the 
ordinary villager and of the a(‘tuul rat(‘s td interest whirh he is 
providing for in mxiking a hid there is the weakness inherent in the 
system that once a prixe has been drawn the uiemher is inieresled 
only in the demist* <d the rhit 4ind as the promot(*r gets thi* hulk (»f 
Iris reward in drawing tin* first instalment for himself, tin* scKiner 
he can bring the idrit to an end the more he also will profit. There 
is therefore a strong incentive to fraud and we are informed that in 
Tinuevelly district it is not umoiumon for persons living in villages 
with busines.s in ditfereiit places of whicdi the other villagers have no 
precise knowledge to start chits when t hey giri into diliic ul i ies. Such 
funds may reacue them but if their fortunes tontinm* on th(‘ 
downgrade the <*hit is a[)f to come to a calamitous end. 

492. It is on the <»ther ham* idle hi HUpj)Ose that all (‘hits are 
conducted only by idle and loitering persons, by vagabonds and l»y 
swindlers. 

49-h The cheating and evasion are not confined to the pronioteis 
and the nunil>er of these chits is a clear indication that numViers 
are conducted honestly; and the correct and f^ane view seems to 
us to be that these chits are useful institutions which have arisen 
under conditions of defective credit arrangements, exorbitant 
interest rates and faulty communications. They are not hy their 
nature a form of association which should be strongly fostered 
and with the spread of knowledge of credit facilities and the im- 
provements of communication they are likely to be superseded 
by more stable forms less open to abuses of all kinds. Their main 
defects have l>een indicated and while there are many properly 

Von. I— SO 
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run fundB it is unquestionable that the system is more abused and 
more freely open to abuse than can with equanimity be contem- 
plated in an organisation taking part in the general financing 
arrangements of the province. 

494. We have endeavoured to obtain some information regard- 
ing the relative number of chits of various siaes and the following 
statement indicates the proportion in a number of cases examined. 
These probably do not include a number of the smallest run among 
very poor people: — 


i 

1 

] 

i 

PoUachi. 

i 

1 

c 

Coimbatore. 

.J 

if 

® ‘3 

n 

o 

O 

Tiruppur. 

3 1 

Tinnevelly 

district. 

Number of obits with prize not 
exceeding Ks. 60 . . 

26 

39 

1 

1 

1 

! 

12 

77 

1,108 

Number of obits with prize amount 
He. 60 to He. 600 

20 

14 

22 

9 

8S 

161 

1,638 

Number of ohite with prize amount 
Re. 600 to Re. 2,600 

16 

6 

26 

3 

19 i 

67 

1 ,279 

Number of ohite with prize nmouiit 
over He. 2,500 

1 

20 


8 

32 1 

1 

i 

! 

42 

234 


These figures agree in the relative importance ot the chit with 
prize running up to Rs. 500. This is generally a monthly chit. The 
big chits are comparatively few. 

495. It is a curious fact that though there are numerous co- 
operative credit societies in all districts and that practically all make 
provision for running chit funds under some modicum of control, 
practically none do run such chits, but the restriction of the discount 
which may be bid is a contributory cause to the failure to take 
advantage of the bylaw. The promoters make some of their profits 
by malpractices and if the chits are controlled and these malpractices 
are cut out, their profits will be diminished. Effective control will 
probably result in a number of such chit funds coming to an end. 
It may kill them altogether. They have arisen from two legitimate 
demands in villages — 

(a) the necessity for a lump sum down to meet some unusual 
expenditure, 

(b) to provide a form of saving when people are rarely 
strong-minded enough to keep their own savings and not to spend 

them* 

The development of other agencies must react detrimentally on 
the chit funds as at present conducted. It is therefore somewhat 
doubtful what effect an attempt to bring such chits under control 
will have but the abuses which have been adiunbrated as well as 
the possibilities for good of such funds indicate that it is desir- 
able to introduce measuree for their control. If this control 
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rMults in a very serious dimuuition in their number we consider 
that this is no reason for deferring action but no attempt should, 
we consider, be made to foster their development if they show 
signs of dying a natural death. 

496. The control should take the form of registration by the 
district officer which should be optional and should be accompanied 
by a list of meml)er8 and of the bylaws. Without a certificate 
of registration no civil court should be permitted to entertain any 
suit on beliall of any chit or of a member of it as such. The 
members of the chit should have, however, a ca\ise of action against 
}>romotcrs and should liavc power to apply for r(*gistration . Clov- 
ernmeul should have power to make rules proscribing certain 
forms of chit including prize chits. Very full publication should 
be given to all rules [)rouuilgated in regard to all chit funds. 


( HAPTEH XV. 


Hankixc;. 

497. The moileiu bank is of com{)aiatively icceut origin, but its Htulory. 
forebears go buck to the dawn of history in a number of funns and 
it cannot be said even hy genesis that any single feature charac* 
terizes a bank. The tiews liave always been connected with liuaiue 
and in the ilibic arc references to the inoney-changer.s in tlie tcinjde 
of Solomon and of the practice of depositing money witli the money- 
changer, to be let out ‘ at usury *. Jlut deposit banking found an 
earlier example in tlie Greek temples au<l was developed in ancient 
Greece to a high degree. In ancient Home too were bankers who 
kept current accounts, did money changing or exchange business 
as well as being tux gathers for the State and money-lenders who 
lent on mortgage and otlier securities; but the dark ages eclipscnl 
these institutions and only the Jews came through that period 
apparently unchanged. With the Keuaissance, trade and l)anking 
revived in the cities of Lombardy when the muney-t hangers’ bench, 
according to a widely accepted derivation, gave jise to the modern 
name of ‘ bank *. The Bank of Amsterdam founded in 1609 was 
the model on which most of the later banka with a defined constitu- 
tion were formed. It dealt in exchange and trade bills while the 
civil war in England in the ITth century gave a fillip to deposit 
banking. In England exchange of bullion was a royal prerogative 
formed out and conducted by King’s exchangers at the ports ^ut 
later it fell into the hands of the goldsmiths largely on account of 
the debasement of the coinage. That part of banking wiiich deals 
with money-lending has in Europe almost entirely directly descended 
from the Jews and Lombards but deposit banking must be traced 
back rather to the goldsmiths, previously only money-changers, who 
became custodians of plate and bullion deposited with them and 
issued * Goldsmith’s notes ’ as paper money and it was these gold- 
smiths, not the Jews or Lombards who were actually known as 
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‘ bankerH ' in tlie middle of the 17th eeiitury. The traii»mi«eion 
of money, however, by bills of exchange purchased from or sold to 
mercliants was in the hundB <»f another cIuhh of dealers. The shroflf 
oj money -chang’cr in the India of an earlier age when kings and 
currencies were numerous and short-lived corresponded precisely 
with tlie money-changers in tlie coniinercial cities of Europe or on 
the caravan trade routes in Asia and Africa. Money-changers were 
about the time of the break-up of tlie Mogliul Empire, numerous 
and inc luded many w’ho <;ould hardly be callc^d bankers but there 
were the larger communities of wliose financial activities in financ- 
ing tlie campaigns of princ*es and tlie trade of more peaceful 
interludes there are re<*ords in very early times. The hundi is 
distinctly an anti([uc form of currency and the laws of Manu refer 
to deposits, pledges and the lecovery of loans. These developed 
into the indigenous bankers of to-day. To go back to the origin 
thereforci wc; gel no (list inc‘l ion h<‘tween money-lender and banker 
and tlie development to the modern large bank with many branches 
and ccuitrulized control has been gradual and continuous but it has 
not caiine faoni a single source. It is tlie descendant of many 
ancestors and to define it it is necc^ssarv to diaw an arbitrary line 
of distinction. 

4!i<S. We have set out tliese tacts briefly to deirtonstrate the 
impossibilily of taking any one of the lines of business of modern 
bunks and saying that is the essential feature of lianking. Cbirreut 
acc'ount banking is not an essential feature, there are many 
institutions whic h are unciuestionably banks which do not provide 
for tliein. Agric ultural and land mortgage l>anks do not deal in ex- 
change, inland or foreign, by bills or in any other way, and some 
banks do not even receive deposits. Tliev may derive tlieir funds 
from their own capital or from debenture issues or from ditfererit 
kinds of deposit. 1 hc'V may issue paper on the strength of valuables 
lodged with tiieiu. Then' all buul in some form but this does not dis- 
tinguisli them from money-leiulei s. It is not essential that tliey 
should deal in bills of exclumge or liundis. Many banks do not 
do so. 

499. We may <|uute fnmi a spetn li in the House of Commons* 
“ What is it that w^e call a banker ^ There is in this city a company 
or cor[)oration, called Goldsiuiths, and most of those called bankers 
are of that corporation, but so far as I know there is not a company 
or corporation in England called bankers nor has the business any 
definition or description either by common law or by statute. By 
custom w e call a man a banker w ho has an open shop with pix>per 
counter and servants and bt>oks for receiving other people’s money 
in order to keep it safe and return it upon demand ; and when any 
man has opened such a shop we call him a banker without enquiring 
whether any man has given luiu any monex to keep or not for this 
is a trade where no apprenticeship is required it having never yet 
been supposed that a man who sets up the trade of banking could 


London Magaaine, 1748, page 120. 
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W aued upon the atutute of Queen Eliwiheth which eiiactii thiu none 
ahull line any art or my^ttery tfieu used but auch as have served an 
apprenticeship in the same 

500. And we are again faced with tiie fact that the only essen- 

tials of a l>anker are that Ite shall have a regular plaic of business 
and that his principal b\isiness shall lu' to deal in currency. It 
is impossible ti> find in pra<‘ti('e and t<» set o\it in a definition a 
hard and fast line between (he luoney-lendei and the banker. Ihit 
the use of the term bank or banker carries with it a certain dignity 
and a prinia ftiav as>um[>tion that the banker is on a sounder 
basis of credit, a safer j)erson t<» entrust with funds than the 
money-lender, but if this is further enhaneetl h\ tlie lestrietion of 
the use of the title, detinition bet'omes iu*(‘<*ssary . The only 

practicable way out of the difticuity >t»cins to be to foll(»w the 
precedent in the ('o-oj)ei at ivt* Societies Act. lOJLV Xn institution 
<’Uii in desciihing itself usi‘ the word “ co-opeiuti v»* *’ unless it has 
been registered as a co-operative society by thi* Registrar and it 
is for him to de<‘itle in <»r<Ienng <»r lel using the registi ution, a 
matter which is in his ilix ictntn wljether tlic institution is really 
a co-opej at i V(' society. 

501. would like to delint' the words ’* bank ” and “ bunkers 
and restrict the use of these words and ol all ftuuis of these wiirds 
such as “ banking liou>e “ banking agent ‘ and S(» toith but 
recognize the impraet icai)i lity of miw introducing lestiiciionH on 
the use of sucli uoids when tliey hava* already h*iig been in 
customary use, 

')0‘J. e find il net i s^ary lo lii -t inguisli betweim dilVeieiit types Hugg©iilloin. 
of banks regi''tered undtr (lie Indian ('ompuiuc> Act. No svndi 
(cuiipauy, we recommend, should be registered as a bank unless it 
provides in its articles tliat [>rofit> should la* dist r i))nl(*(l to share- 
holdeis only after — 

(a) all pi'eliminary and floatation cxpense-> havt* !»cen [»aid ; 

(b) adecpiate |>rovision ha> br‘cn made for dr'[o eciut ion ami 
reserve funds. 

It should b(* reipiiieil (<» >ubmit an annual siatenieiil ifi a form 
to be prescribed and if it wished to carry <»ii any mercantile busi- 
ness for which its fund.s would in any degree bt* liable it would 
not be entitled to registratimi as a bank and embarkation in any 
such biLsiness exce[)t in tlie course of realizing its asset. s would be 
adequate ground for tanccllation of sucli regist ration . 

503. Tlie indigenous l)aiikei> must be dealt with iiidt jiendently jndigenoui 
and for them we recommend tliat they sliould be registered as 
partnership or individual with authoiity to call themselves Vmnkers ** 

It is, we consider, impracticable, in view of large inimbei* of houses 
now calling themselves banker>, to proiubit, as we should like lo 
prohibit, the use of the style " bankers ' by any unregistered 
financier. Registration as a banker should Vie optional and should 
be permitted only for those who do only a banking business, not for 
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those merchants who do a little banking or money-lending in addi- 
tion to their other trade. Those registered would be required to 
file a balance slieet prepared by a certified auditor annually and in 
return for these restrictions, apart from the enhanced credit that 
would flow from the subjection to this degree of control, the 
“ banker ” should be given the benefit of the Bankers Testimony 
Act and of any coneessionB practicable with regard to a reserve 
bank or central banking institution if fonned. 

CHAPTER XVI. 

iNVESTMKNi HaIMT AM> AtTII ACTION OF CAPITAL. 

504. At [)resent the facilities availal)le for investments are consid- 
erable but it is desirable to bring out the frozen capital and make 
it available tor use. Foi* the well-to-do educated man there is 
ainj)le scope tor investiiienl . He <an deposit in the banks, buy 
Government papei or any other tonus ot sliares through the stock 
brokers in Madras but we j>ropose here to examine the lacilitic.s 
available tor the vast number ot less wealthy and less educated 
persons, particularly iu the small towns and villages; for a very 
small saving f»er liead would in the aggregate amount to a very 
considerable figure. The slow growtli ot the banking and invest- 
ment habit has been attril)uted by those whom we have* consulted 
to a number ot <‘a\ises. The Aibutiinot smasli iiiuloubtedly came 
as a great shock and mincu* failures siiiee tlien liave served to 
remind the nervous of the lisk of entrusting their funds to tlie 
care of others, but more than this the luck of banking facilities 
over considerable areas and the ignorance of large numbers, wlio 
have small amounts to set aside or invest, ot the actual facilities 
that now exist. We shall deal seriatim with the various facilities 
available for depositing or investing savings. 

505, The lullowiiig table shows the figures tor the Madras 
Circle : — 


Statenumt of post oflSee c^ash certitleates sold in the Madras Circle 
from thi' beginning of their issue. 


Year. 


Denoiuinution in 


Coat realized. 

(8) 

10 

(2) 

20 

(3) 

60 

(*) 

100 

(n) 

600 

(8) 

1,000 

(7) 

1M7-18 .. 

60,760 

17,949 

9,032 

27,274 

1.279 


U. A. F. 

87,08,437 0 0 

1918-19 

l,24,86i 

36,332 

11,039 

13,918 

2,078 


38,*3,8e6 8 0 

1919-20 . . 

16,110 

1,698 

746 

1,881 

610 

. , 

6,06, Ul9 0 0 

M20-21 

962 

282 

407 

1,806 

382 

, , 

2,90,118 8 0 

1921-22 . . 

991 

206 

371 

861 

311 


2.43,606 0 0 

1922-23 . . 

236 

228 

*05 

1,1*8 

313 


2,64,666 8 0 

1928-2* . . 

2,620 

1,16* 

l,6t3 

6,181 

8,971 

1,718 

32,64.172 8 0 

192*-26 . . 

2,029 

2,02* 

1,991 

6,812 

9,872 

2,249 

2,192 

30,43,616 0 0 

1928-36 . . 

4,268 

*,696 

8,767 

3,402 

6,374 

62,90,362 8 0 

1986-27 . . 

8,940 

8, *3* 

3.060 

8,460 

2,718 

6,497 

61,71,387 0 0 

1927-28 . . 

3,688 

8.267 

2,899 

6,996 

2,146 

3,090 

40,36,7*8 12 0 

1923-29 . . 

2,663 

2,7V 

2,807 

6,916 

1,748 

2,420 

82,86,766 0 0 
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Statement of poet office cash certificates discharged in the Madras 
Circle from the beginning of their issue. 


TMr. 

(1) 

Denooiinotion in 

Amount |>aid 

• 

10 

(2) 

20 

(3) 

30 

(41 

100 

(fi) 

300 

(6) 

1 ,000 

G) 








»• 

A, r. 


6,164 

1,231 

626 

1.677 

4 0 


2.24,835 

4 

0 


64,723 

20.669 

7,619 

10,066 

4 66 


21.OV.623 

10 

6 

i9ia-2o . . ! 

71,123 

19.278 

6,737 

8,304 

835 


22.30,699 

1 

6 

1920-21 

24.032 

6,841 

2,318 

6,020 

6 J 6 


11 .43,166 

10 

3 

1921-22 

8,0»« 

2.606 

1,223 

3,407 

392 


7,09,788 

a 

0 

192*2-23 

7,603 

2.436 

1,923 

9,219 

868 


ir.,13.3VC 

6 

9 

1923-24 

6,604 

1,949 

1.676 

4,063 

1,263 

61 

11,68.38^ 

2 

0 

1924-26 

3,333 

1.042 

1,0(^9 

s.sie 

921 

264 

8,92,370 

9 

6 

1926-26 

1,796 

866 

777 

2,370 

876 

619 

10,31 .183 

1 ! 

6 

192<l-27 

1,676 

1,016 

967 

2,460 j 

776 

1,022 

1,46,997 

4 

3 

1927-28 

1 ,7»2 

1,076 ! 

1,005 

3.007 

990 

1,116 

16.70.274 

13 

t* 

1928-29 

2,203 

1,738 

1.637 

1.396 j 

1 

2,(K16 I 

1 .668 

27.87,604 

8 

a 


It will be seen that barring the three years ending llMl) 20 
during whi(‘h ( ir('uni>tan<‘es a]>pear <♦» havt» biaui €'xrt*j)tional 
the overage denomination most freely p^mhaned is that of Hs. lOi), 
and the number of certitieates of tliis value is almost tlouble the 
figure for any other denomination. The only deduction possible 
from this is that the less well-to-ch) — (hose who might bu\' ca'rti* 
fieates of the denom iiiat ion of Its, 10, who arc- inuc h more numer- 
ous than those who would buy oert i fi<’at es ol Hs. 100 — aic not 
taking advantage to any great extent <d this form of saving. 
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606. The following statement shows the business of this fund 
in the Madms Circle for the past ten years: — 


Year. 

(1) 

1 

M 

*0 

ij 

'A 

(2) 

• 

o 

tfi 

o 

t- 

(b 40 
jO ^ 

i| 

(3) 

Balanov of acooaats. 

Balance 

of the 
preceding 
ytur. 

‘(i) 

Openei 
during 
the year, 

(6) 

Cloaed 
during 
the year. 

w 

Balanoe. 

0) 

1919-20 .. 

38 

1,793 

1,88,287 

4,41,841 

89.664 

1,0S,064 

1920-21 . . 

38 

l,8«K) 

l,93,OC4 

fi0,067 

8:i.466 

2,07,676 

1921-22 

38 

1,820 

2,07,676 

46.270 

36,141 

2,18,804 

1922-28 . . 

38 

1,824 

2,18,804 

47,148 

84,822 

2,81,180 

19i3-24 .. 

87 

1,838 

2,31,130 

61.288 

36,166 

2,60,248 

1924-26 

37 

1,788 

2,60,248 

60,913 

21,999 

2,76,162 

1926-26 ..I 

37 

1,826 

2,76,162 

64,179 

25 641 

3,04,800 

192-27 .. 

37 

1,997 

3,04,800 

61,809 


3,89,808 

1927-28 

37 

! 2,087 

3,39,808 

67,801 

29,206 

3,78.403 

1928-29 

• • 


3,78,403 

72,372 

31,816 

4,18,969 


Sear. 

Op<» .ing 
halance. 

(8) 

Deposits. 

(9) 

fnterefct. 

(10) 

Total. 

(11) 

Withdrawal* 

(12) 


ns. 

RS. 

m 

as. 

&6. 

1919-20 

1,16,61,288 

1,60,30,114 

3,42.140 

2,69.33,671 

1.39,12,149 

1920-21 . . . . j 

1,30,21,423 

1,71,97,988 

3 , 70 , <77 

3,06,89,787 

1,66,61,226 

1921-22 . . 

1,40,38,663 

1,87.06,994 

3,98.661 

3,31,43,108 

1,84,79,673 

1922-23 . . 

1,46,63,131 

1,76,96,200 

3,96,643 

3,26,66,‘j79 

1,82,66,414 

1923-24 

1,43,90,806 

1,8 ‘,43.664 

4.02,727 

3,37,37,146 

1,84,46,496 

192t-26 .. 

1,62,91,660 

1 90,68,911 

4,21,462 

3.47,72,066 

1,92,64,616 

1926-20 .. 

1,66,07.641 

2,04,39,018 

4,31,808 

3.63,78,367 

1,96,96,946 

1926-27 . . 

1,66,^2,421 

2 , 49 , 01 , 80:4 

4,93,229 

4,20,77,465 

2,22,26,980 

1927-28 : 

1,98,60,476 

2,83.18,827 

6,73,966 

4,87,73,269 

2,60.65,466 

1928-29 .. .. 

2,27,07,814 

3,12,96,353 

6,60,681 

6,16,64,848 

2,96,12,861 


Year. 

Bulan oe, 

(18) 

Average number 
of depositcrs 
per bank. 

(H) 

Aversige balance 
in each bank. 

(16) 

Average 
balance at 
credit of 
each 

depositor* 

(16) 



a«. 

US. 

aa. 

MM. 

1919-20 . . 

• e 

1,30,21,423 

105-44 

7,lll-64 

87*44 

1920-21 .. 

• a 

1,40,88,663 

112-98 

7,687-9.5 

67*69 

1921-22 . . 

» • 

1,46,68.434 

117-76 

7,892-00 

87*01 

1922-23 . . 


1,43.90,866 

124-12 

7,728-71 

82*2« 

1923-24 . . 


1,' 2,91,650 

133-46 

8,156-54 

61*10 

1924-25 . . 

t • 

1,66,07.640 

151 32 

8,497-28 

68*16 

1926-26 . , 

• « 

1,66,82,421 

103-09 

8,969-40 

64*73 

1920-27 . . 


1,98,60,476 

107-06 

9,769-83 

68*42 

1927-28 . . 


2,27,07,814 

178-16 

10,091-00 


1928-29 


2.40,99,664 

• • 

•• 
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iiuiiiber of periious taking advaiiUge of thi$ is roughly ;i80,(KK^ 

111 a |M>pulat ifoi of c‘oYer<&<l hv th^ Madras Circle* of 

which Madras 1‘rcsitlctM v contrihiitcs alwmt •I2»(KK),(KK), liiut is, 

5T per cent or if we take it that only one person in a household 
of five has an account with tlie post office savings bank the propor* 
tion of the pi»pulation taking advantage of the facility is alK>ut 2*9 
j)er cent. 

507, There are in the Presidency 2,087 snb-banks but there are 
1,929 post offices in which there is no savings bank. That is to say, 
ill only alxiiit half t)ie post ottices in the Presidency are tliere post 
office savings bank fac^ilities. Doubtless when tliere is a savings 
bank it is necessary to keef) more cash in tin* post oHicc t<i meet 
demands for repayment and this may be a reas<m for not Itaving 
such accounts in a niim]>er of branches hut we rc<'ommeiul that tin* 
position be examined again hy the |K>stal authorities so t)iu( this 
very valuable facility may l>e extended as manv villages as 
jtoKsible. 

508. Dtiici savings bank iu i unnts are kept by the imperial Othjr 

Hank and the large sha k banks but thest* are lonfined to a 

few large towns aiid <1<» u(»< iratnrallv touc h tlo* vast lural area'i 

<u' the smaller towns. 

■ • 

50fb The co-opeiative banks have savings deposits in »he Co-op«ratit« 
district central banks ])nt in th(‘ villages, until rc'camtly, tlic‘y .verc* ^**^"^*- 
not eiH'oujagecl to open >avihgs banks because it invedved them in 
keeping more cash in the* village* socic*ty tliaii was desiiable i>ut now 
they are enc*ouragc*cl wltercvc*! arrangements c*an b«* made tc» get 
cash fairly readily from the cc*jHial l>ank to open savitig^ banks. 

Til other cases the soc ietic^s have provided for reenrring dc»positH, 
the member undertaking to ]»ay a small sum monthly into deposit 
\vhich accumulates and is lepayable in a lumj> w'ith interest alter 
a fixed period, foi* examjde, if he* deposits one* Tup<*e a month 
for ‘too months he receives at the end of the |>eriod abemt Ks. I 
but these deposits arc* commonly for a mucli shentm' jceiual. 1 he 
amounts so sa^ed are not very large* and it is of coui'se obvious tliat 
a regular nioitthly ])ayinent is not suifaV>le for a ryc>f depending 
for his living only on agric ulture. 

510. We consider that every possible effort should l)e made by 
the Co-operative Department to provide cash facilities for village 
societies and then to encourage the development of savings bank 
ac'counts. For poorer classes, lalionrers and the like, muc h can be* 
done by home safe deposits,— money boxes— <lisiribu ted and only 
opened by co-operative societies formed solely to encourage Ifiritt 
and not, at any rate in the early stages, giving any loans at all to 
the members. 

511. The bulk of the small savings is in the form of cash certi- 
ficates, post office and other savings bank deposits, 

512. Two other forms of savings appear in this Presidency and 
have been fully dealt with elsewhere. They are chit funds and 

Vol. I.— 81 
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nidliis. Considerable sums are accumulated iu chit fuude though it 
is impossible to get even a very rough estimate of the total. A large 
number of them, particularly in the south and west of the Preid* 
dency, exist in the Tillages but here again it does not appear that 
a monthly deposit is altogether suitable fnr an agriculturist and 
the annual chits are generally run for sums which are beyond the 
"means of most. The nidhis are very largely urban and only a 
comparatively small number exist in the villages, 

51 3. The bulk of the saving for which the cash certificates, the 
savings banks — postal or other — and the nidhis cater appears to l>e 
done by the smaller professional man, the Government servant 
and middle-class wage-earner. None of these facilities seem to 
have been taken advantage of by any material portion of the vast 
number of small ryots and the only institutions that appear suitable 
to help them in this respect are the post oflSce and the co-operative 
so<netieH. Chit funds where they can be successfully run might pro- 
vide a lump sum which could with advantage be invested in a 
certificate or deposit until it can be \isefiilly employed othervinse 
and the point to be avoided in chit funds is the unwise expenditure 
of the lump sum which comes to a subscTiber wlio has not had any 
very definite object in view when undertaking to subscribe. Educa- 
tion, propaganda and the provision of facilities for savings bank 
deposits may attract more deposits from tlie agricultural (lasses, for 
it stands to reason that a ryot who is not in debt but receives his 
income for the year in one or two lump payments is in a position 
to deposit a part of it for a period in a savings account provided 
he can l>e sure of getting it out promptly without trouble when he 
wants it. It is this last fa<‘tor which deters many from putting 
money into rural co-operative societies. They are not convinced, 
and in many cases rightly so, that they will be able to get it back 
when they need it, and it is for this reason that it is urgently, 
necessary to make better arrangements to get back to the villages 
easily and quickly. 

Joint ftoek 514. Tbore is no material competition between joint stock banks 

and the Government in regard to small places inasmuch as the 

Oownroent. banks’ facilities are confined to a comparatively few towns but in 
the large towns there is xmdoubtedly competition for deposits, 
partic\ilarly fixed and savings deposits, and the increased rate which 
the Government is obliged to offer to obtain funds it requires must 
be reflected in the banks’ deposit rates. The banks’ demand, is, how- 
ever, \mlike that of the Government seasonal and during the busy 
time after the harvest when pro<luce is lieing shifted and trade is 
-"brisk their demand for short-term fund is insistent. C/Ousidering to 
what a small extent the banking habit is yet developed it dom not 
appear that the competition between the Government and banks 
is yet very serious and the gradual extension of the banking habit 
will bring increasing sums into current aot^ounis. We have here alec 
to discuss the practicability of extending tlie [mst olSce insurance 
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fund to the general public. At present this fund i» open only 
te (Government servants, and its mtea are all round lower than 
l^boee the large iuaurauce compauiea are prepared to oltei\ The 
Government servant is generally a good life for he comes into 
(Government service on a medical certificate and lives a regular 
life thereafter. He is therefore on a par with the lives that an 
insurance company would ordinarily accept at standard rates^ but 
the Government is able to do the business at lower rateS| because 
it does not advertise and has no agents to j>ay specially for the 
purpose. It cannot be thrown open to the public, however, at the 
same rates because of the Iwid lives that would iniiiiediately come 
in for insurance. Good lives are, however, not confined to the 
ranks of Government servunls. The solution appears to be in the 
institution of a high premium rate, that is, a rate mateiially higher 
than those at present offered and to allow- a material discount to 
bring it down to approximate to tlie existing post office rates in 
the case of all those who produce a certificate li'om a i*espousiblc 
medical officer and all Guvexument seivaiits below 40 yours of age. 
Wo have not had the advantage of any actuarial opinion on this 
matter but consider, in view of the impoitaiicc (d providing 
insurance schemes ot various types so that on the one hand the 
burden on. young men struggling to make their vray ol supportiug 
widows, children and aged persons may be minimised and on the 
other that a simple form ol saving may be provided wliicli will 
offer a strong iiiduccineiii to make a small monthly payment W'ith 
the utmost regularity, lliut the most (urelul ui tuariul oxaminaiion 
of tile scheme should be made with a view to its prompt introduciiort 
if found piacticable and insurance in all sound lorius should be 
encouraged, 

315. With the nidhis, chit funds and co-operative societies avail- 
able us organiiatiuns to encourage saving and the various savings 
banks and cash certificates ready to attract the individual it ut>es 
not appear desirable to start more associations to encourage savings. 
It would be preferable to stimulate and strengthen the existing 
organizations, particularly co-operative societies and joint stock 
banks, for the starting of more associations cannot fail to have 
some discouraging effect on existing ones. Some of us, consider, 
however, that there should, apart from those organizations, be u 
National Savings Committee to impress on every one the need for 
saving and to urge people in villages and towns to put their savings, 
however small, into co-operative societies or other form of savings, 
deposit. 

516. There is room for vast expansion of the cheque habit. 
Except in a few places it is in its infancy. The abolition 
of the stamp duty has resulted in a great increase in the 
number of cheques that have been drawn. Doubtless more small 
cheques are drawn also but everj- small cheque is an advertisement 
to the payee showing the advantage of having a current account 
of his own. (pinions differ as to the extent to which the abolition 
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Wi jtmvdied in opening new current acoouni^ but it does appear 
to hkve had some result in this direction also. The numlmr of 
cheques that have passed througli the banks' clearing house is shown 
in chapter X and it is to lie observed that the drop in value in the 
last year is not due to any diminution in the use of cheques but to 
a fall in the value of commodities and a consequent reduction in 
the value of checjues drawn to pay for them. 

617. There is no need Uj attempt to force the pace of develop- 
ment of the cheque habit. The teaching of elementary banking 
in the co-operative training institutes and the dissemination of that 
knowledge over thousands of socdeties and small banks and the 
constant meetings and arguments that go on constantly (^nnot fail 
to have their effect. But tlie pulilication of works on elementary 
banking in the veniai ular would help to spread that knowledge, 
and there does not seem to be any very strong reason why cheques 
in the vernacular should not be used liMally. The multiplicity of 
scripts and languages, however, militates against the widespread 
use of cheques in any one vernacular. The small amount of printed 
matter on a cheque if in a verna(‘ular could have the English 
equivalent printed below it and the nu iversal use of Arabic numerals 
would produce a dociuneiit w hich w'ould be intelligible, enough for 
very wide use throughout India. 

Buggeelions. 618. To enc(uiruge the use of clie<nies, far more use of them 
should be made in (loverinnent otfices. They should he acce[)t- 
ed in payment of dues to tlie (Toveinment. Not only land 
revenue but other material payments in all departments should 
be so permitted if iieceHsary only after colleition through a bank. 
Tlie post office and all Government ofli(*es should admit marked 
cheques and receive them in payment of dues of all kinds and 
(dieijues against post office savings bank should be accepted for 
payment of money orders, etc. All Government servants whose 
pay is above a reasonable minimum should receive their salary by 
cheqtie. This the Government servant can pay into his bank but 
it should also be open to him to cash it at tlie treasury. 

619. Tlie increased use of banks cannot fail to be followed by 
a demand for further banking facilities. Generally banks have 
followed trade but the provision of more banking facilities wdll 
on the other hand resiilt in their wide appreciation and use. 

620. The revived practice of charging commission on cheques 
of one branch of the Imperial Bank cashed in another has been 
brought to our notice as a factor which must militate agamst the 
development of the cheque habit, and we are unaware of any 
justification for this step. There is scope for developing branches 
of the joint stock bonks, for the provision of re-discount facilities 
is necessary to foster trade and to eliminate local disparities in 
rates, but those in smaller towns must be on a cheaper scale than 
the ordinary branches of the Imperial Bank* 
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521. There iilioiild Ue very few {H>st offices, far fewer i ban i here 
How are, at which ii i.s not [K^saibtc bi purchase cash certificates or 
to open a savings bank account. 

522. The last ICoyul Cniniuission «»n liuliau (‘urrency has m'oiu- 
mended the issue of gold cash <‘ertiHt'atc> as a lueaus to encourage 
saving but at the same time to get the pe4»j>le tc invent their 
savings and bring lH>arde<l euriency into cirt'ulation. We lecon*. 
mend also that hearei- bonds he issued at Its. d-Hdl K'pavable live 
years later but being em ashable at inteunediate rates wit li *jua! t e» I y 
enhancements. 

523. More than all tlie'^e, it is necessaiv that (he at i\ e 

deparlmeiit and joint sttu k banks >lu>uld d«» tbeii utnn»st *o iiiaugu* 
rate a mt>re intensive piopagainla to cfH'ouiagc thrill, ^uNing in 
small sums, iuvestments in suxiugs banks and lull lacilitios lor 
deposit aii<l ipiick witlidiawal of all funds mi af f unnibited. 


(’IIAI*TKH XVII 


SlM.MVIM 01 b I < OM Mh M» \ I IONS 


In 1 he pltM eding i hapti'is wt* liaV4* imob' tin* I o| l«e,v ni it'rnno 
iiieiidat ionV and eonnnent ^ ~ 


(Ij Furtliei investigation o[ (In* piobbnii o| 
rural eeononix , hnanee and rei oial ol 
s could best Im* <lone by a Boaitl 
ul Kconoinic Iinpniv 

(‘J) No tliiistii action is called lor in regunl 
to con sol ida t ion <d Indding;^ 

(3) Uyots' a<a<iemic ami teilinii’al education 
ne(*ils improvement 

{4j ( \i-opei at i V4' (b'paitnient must eoncei ii 
itsell with all Inisine-s'. aspec K of agi b 
culture 

(5j IjUiid iiiorigage b,mk^ aic iiece>^ai y b»r hiiig- 
term finance 

(G) They should be » autioUsly develojied . . 

(7) Tbex sboubl be entirely independent of, 

and not in competition ft»r funds with, 
the co-operative organ izatifui for short- 
term finance 

(8) Thev sliould not ordinarily receive short- 

term deposits 

(9) Their deVienture shoidd be purchaseable as 

trust sef urities ami this should be pro- 
vided by «n amendment of the legis- 
lature 

(10) If land luoidgage banks are to be a sur'cess, 
they must rely on a large debenture 
issue 
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(llj Tliey isiioulil not I'ely even at the l>ejfin- 
ning on t»peeial f\ixkd» utteh a» iakkavi 
loans aTailable only to a very limited 
extent ... ... ... ... 173 

(12) Of the orgaui«ations so far evolves! for 

fiuaneiuf^ cxtltivation, the co-operative 

credit societies are the most proiniaing^. 146 

(13) There is no immediate prosper'! of rapid 

advance in the direction of creating 
aj^riciiHural paper to t^ocmre loans out- 
side the co-operative movement ... 147 

(14) llolay in g'rantiug^ takkavi loans should be 

further reduced ... ... ... 1G4 

(15) in ordinary times it in not uecesHitry to pass 

takkavi loans iJirou|fk co-operative 
societies ... ... ... ... 175 

(10) Takkavi loans can be very usefully vitiliised 
in times tvl* stress for special long- ter in 
finance of co-operative BtiKjieties ... 175 

(17) Existing marketing coinlitious could be 

improved by tiie establishment o f fe-- . , 
downs to which the ryot could take his 
produce and sell it at hi.s leisure ... 183, 

(18) The provision of godowns and a co- 

operative sale soi'iety would greatly 
improve the marketing of cotton in the 
Beilary area ... ... ... ... 193 

(19) l\*uding the development of full co-oper- 

ative sale societies which will grade, 
pack and sell xinder guarantee, godown 
societies should be developed ... ... 204 

(20) Ooveriiment should lend more freely to co- 

operative societies for the purpose of 
constructing godowms ... ... ... 205 

(21) There is need for licensed warehouses in 

which goods can be held pending sale 

and pledged for credit ... ... ... 24C 

(22) More facilities should be offered to 

co-operative societies for cx>nstruct- 
ing godowns (rat proof in plague 
affected districts) ... ... ... 369 

(23) Steps should be taken to organise markets 

at suitable places on different days of 

the week ... ... ... 134 

(24) An organiaation which can follow and pub- 

lish prices will be of help to the ryois 

in marketing their produce ... ... 186 

(25) The creation of a tea market with a weekly 

auction would be to the advantage of the 
jgroti^4r .#• ••• ... «•« 
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FAltAOa\rHS 

( 26 ) rej^ular tit«irk^i«» are uecesaary 


for all impoHaut erop» at tlie imports 

ant oeutreH of the tra<le in each 203 

(27) When the trade la^ga eiiouph, there 

should be weekly auctions . . , ... 20^1 

(28) The.se should be <"Oiitrolled by a marketin|f 

l>oard in whieh the rowers are stronp-ly 
representexl ... ... ... ... 203 

(20) Dalals should be licensed ... ... 206 

(30) AVei|^hts and me4isareH .shoviltl be rej^fiilateil 
and roiistantl y inspeeted V>y the market 
aiitliurit ies ... ... ... ... 20t) 

(31 ) 3'’he priees [)revaili ii;r in the various places 
should lie recorded, correlated and com- 
mvin ic*a te<l for j>\il>ll<*ation at each mar- 
ket hy central agencies ... ... 206 


(32) C'loser study of the market in|^ of a^^ricul- 

tural pruiluce shoithl l>e introduced in 
the six co*o|)ei*at i ve trainiiip;^ iustit\ites 
in tlic mufassal anil in the i‘entrul 
sch<M)l at Madras ... ... ... 207 

(33) ('o-ojierat i ve institutes sluuilil, through 

their permanent staff, invest ig^ate mar- 
keting conditions and collect statist ic's 
rej^ardiii^ the juices of jirodtice and costs 
of productii>ii and «>i iimrkctin^ ... 208 

(34) Itailway feeiler roads should he .stifticient ly 

numerc)us and in ^<hm 1 oriiei* ... ... 210, 246 

(‘15) There should be controlled markets for 
important coininodit ies of I’luuinerci* 
including produce anil cattle ... 223 

(36) It is desirable to open a hwal market for 

skins and liiilers wi<li periodic auctions 

and with warehouses for sti>ckin^ fZ^oods. 242 

(37) There is need for ii bureau id cominercial 

intellii^ence from which current prii*es 
can l>e coimnunicated ti» various niarki^ts 
and Jiierchants ... ... ... 246 

(•t8) There will l>e iiii>re Hi*ope for co-operative 
enterpri.se when (Jovernmeiii hacked by 
public opinion enforces the use of only 
correct weijjflds and measures ... 254 

If weavers are to increase production and 
compete in other markets, a ccK-operaiive 
sellirifi? or*f;ttiiisat iini can l>e of ^reaf 

help ... ... 271, 276 

(40) In reg-ard to marketing of cloth, standardi- 
sation of the production and gttarantee 
of quality are essential 271, 276 
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( 41 ) T he iiit>re artititic lines of cottage industries 

would find a larger market if a steady 
sui>|>ly of uniform quality <*ould l>e 

aHHUi*ed ... — — — 

(42) There nliould l>e a marketing officer under 

tlie Hegirttrar of Co-operative Societic^s. 

(1*1) lie should he eonversant with the business 
side of agriculture to look after and 
ileveloj) loan an<l sale societies ... 

(44) He should study and fo.sler all forms of 
co-operative H/H*ietie.s for the marketing 
of produce 

(4o) He slauild see iluii co-oj)eraii ve iusiitvites 
in** in a |>osilif»Ti <<» give instruction on 
all coinniercial suhjecds ... — 

(4h) Hundi forms should l»e standardised and 
jointed in diglot for interprovincial 
use 

(47) 44ie prec ise forms to be used fc»r all hundis 

should he fixed by a c-ommittec rejire- 
seiiting the joiiudjial hanking commu- 
nities 

(48) post ottic‘.es should s(o<*k for sale hill foims 

jirinted in KngHsh and the vei'iuuular 
in parallel 

(451) Sjiec ial i*ailway j*e<*eipts distinguished in 
cadour or otherwise irom those commonlj'’ 
used may he recognized as dcH*uinents of 
iitle ancl made transferable 

(74)) Jiills of excdiauge foi- different terms of 
usance need not he taxed at different 
rates 

(7>|) Stam|> duty may he reduc-ed l>y half and 
made the same for all usance bills 

(r>2) legislation should he undertaken tliat no 
hearei* cdiecjue c*au he altered to an oi*der 
clieque by endorsement ... 

(7>.4) Any sucli alteration made on the face thei'C- 
of iiuist l>e sujijmrted by the name in 
full of the drawer or endorser making 
svudi alteration 

(7>4) Hundis should he tieated exactly us checj\ies 
4 f they are cdiecjues 

(Oh) As regards co-o[>erati ve c^redit societies, it 
is necessary to provide higher speed 
machinery for sanctioning loans and for 
distributing cash 

(6fi) Inhere is clearly need for much more in- 
struction in almost all grades of the 
co-operative beirarcby 
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(67) Inte&siTe propaganda and traiuing by 
official and non-official bodies are neces- 
sary for the growth of co-operative bank- 
ittfC .. 

(58) The existing coucessione oi the (ioveruineut 

for the free remittance of funds for bona 
fide transactions between I'o-operative 
societies should he continue<I 

(59) The limit to the amounts which can he so 

remitted sho\ild he withdrawn 
(GO) There should he a reduced rate for remit- 
tance V)y money order where there is nf> 
Taluk office witliin five miles of the post 
f>ffice used hy the cr*'<li< society . 

(til) Permissive legislation might he introduf'ed 
to make trust fniuls availahh* tf) 
operative eentral hanks 

(tJ2: ^for** pre<ise t harges s)u>iild he cit*atcd on 
crops in tavmir ot creditorn providing 
loans to assist produc'tion 
(t>d) Snell (barges should he enfoiceahle 
prompt ly 

(t>4) Al»^■oue acting Hi a iiianiit*! |>rc j udifial 
to the inter*‘->r ot t ho>c cliargo shonid 
he piomptly punished 

(G5) Tile institiition ot an All-India ('i»-opeia- 
tivf* Ihiiik is piciiuiturc 

( G() ) Tltc (‘o-opcM * 1 1 i vt' hanks >h*Mild proi ide 
t ! oiu theii own funds, apart ftoin over- 
drafts liuhh* t<* ca ni-ellat ion , a greater 
aniouiit ot tlieir own fluid lenourcen 
jfiTi 7 lie co-oj>ei at i v»* luitiks sliould no hingei 
he r«Mjnire<l ti> deal st*lel\ witji the 
I mp€M*ial 11a n k 

(tkSi Alienation id land should not Im* testrirled 
to a greatcj extent than tiiut jillowed hy 
the system under which full value in 
obtained toi credit ptiijavses 
(G9) Well-managed co-operative smdet ies coultl 
flo useful work among the Inll trilav-^ in 
the AgeiH'V traefs 

(TO) It should he made cleauM that the judges 
slnnilcl use (he 1 surious P/atns Act at 
their diserelioii 

(71 ) It is n<jt pr^odieahle t^s liiiiil tht* rate of 
interest by law so as to make it appli- 
cable ill all cases 

(72) Official Receivers and Assignees should be 
peraianent salaried Oovemment oflScera. 
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PARAGRAPHS. 

( 73 ) Civil fourth -should be required Uy deal more ^ 

expeditioiiwly with insolvency ... ... 3*6 

( 74 ) They should see lhat Official Ke<‘eiverft and 

Assignees lake all j>os.>ible steps to 

realize assets ;uh 1 wind uj> ban k) uptcies 
with the mini mum delay ... 3*6 

(77)) |{e<"ords ^)t li(juidate<l firms shoulil l>e scru- 
tinized to ensure that the li(jiiidatiou 
lias not come about l)y culpable action 
bv tin* ina nairemen t ... ... ... 37H 

(7t»| No further' action is nccessai y in regard to 

registration of eucum bi aiices until more 
experience is ;^ainc*d with the system 


now obtaining in the Ke« 4 *istration 

l)<*pa 1 1 men t ... ... ... ... 381 

(77) 'J'here is need for ledncdn^ delays in court 

in litigation and exec* u lion ... ... 381) 

(78) ('onits should be pi oln bi t ed * f rom eonsider- 

inj^ a ]il(*a that a tiansac‘tion is henami. >91) 

(7?h 4'h<‘ cjuality of the* audit done* by practising 

auditors should he iinproveci . ... • • l*i3 

(8()) The* certiticate to piac ti.-e sliould be 
fjTianted on much stitfei terms than at 
present ... ... ... ... b>3 

(81) A society <d auditors sliould he* formed to 

<‘ontr‘ol (he* work of public auditors ... 4'>3 

(82) Hanking sliould lie made an optioual sub- 

ject lor Ivamoiiiics and Coninu^rc-e 
De^reo in the ^^ad!•as I'niversity ... 4-M 


(83) I’lie j>ost <d the* He^istrai of Joint Sto<*k 
t%>rn}>anies who will have to deal uith 
the i e^ist r a t ion of bankers should nof 
be subsidiarA' (o that of the* Inspector- 


(reneral of Keg*istra lion ... ... ... 434 

(84) He should sci’utinize with care the vari- 

ous articles of associiition iind the 
f>alaii<‘<* slieets which c‘ome before 
liirn ... ... . . ... ... 4.^4 

( 85 ) There is clear need for a reserve bank 

whic*h will re-discount bills ... ... 435 

(86) Tbe Revenue l^epartiuent should not be 

saddled with tbe duty of bring-ing* mort- 
jragped lands to sale ... ... ... 437 

(cS7) Tbe remedy lies in speeding* up tlie pro- 
cess of civil law ... ... ... 437 

(88) Nidhis should be developed in strict con- 

formity with tbe Indian Companies Act. 455, 462 

( 89 ) Their share capital should not be with- 

drawable _ ... ... ... ... " 4(52 
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I\V K A^iK Aril s . 


(IK)) Five per <*eiit their share rai»itai sViull 

be paid up t»ii allotment ... ... 1(>2 

(ftM They should not leiul on the setiirity of 

share eapital . . . . . , lt»2 

(1>2) 'Fhey should eiieoura^e Ioii^-t€*i in re<' Hi ring 
ileposits ami saving deposits ... ... 

(!)•!) 1 hey shf>ulil di^velop a strt>iig Nhait‘ eiipi* 

tal . . ... . lt>2 

(?)Ij I'hey should S4't aside a eonsiderahle por- 
tion ot prtiHt> oath \<*ar for theii 

it^^eiAo tunds . .. p»2 

d'hoN' should maintain eurrent aeeounts 
tuily when iht'V are in a j>ositi<m to pro- 
\ide the neot‘s->a!y oi tiinds .. H iV 


(9(»» d'heii position \\t»ulti !»<• '^l i t‘n t h«MM‘tl it 

they oouitl he tetleratetl somewhat tJii 
tlie liiie-^ ot I ht' « o~t>pera t i \ t‘ t entral 


hank> wit It an api‘\ hank ... t(>‘i 

(h7> ll ^honltl he f>ptioiiai to a iiit>ne\ -lemler l<i 
T<*;^ister or take tmt a lieenee stating 
••Ill's tradt* name^ style to vi!a>iim and 

hi- atldi fSN ... hStJ 

(fIS' ♦‘O'l '^le!<‘d m< ►iie\ -lemho N -lionhl supplx 
>1 a t em toi 1 oi aoeounts on tlemaml hut 
Ml no ea'^e h‘>'' tliari tuo-e in a year to 

a n \ tlehi oi ... ... ] SO 

1 00 j It th^-^nahle to iiiiitMluee meiiMuies ft>r 

the I'oiltro! 4»i ehits . . ... lOo 

; 1 OO j d ht‘ t euMttd >houhl tako t ht‘ ft»MU of re^is' 

t r at ion h\ the diOi ift oHi<'ei tltPi 

lat loll -litodtl he optional tf0> 

( 1 ()2 ) It should h#‘ a eeolii pa Ti letl b\ a list of 

MOMiiher*' aiol *0 I In* hx -law s . .. pMi 

tlO’li Idle memhf*r- ot r ht‘ t int shoultl have <*ause 

ot aoi \«)n aj^ain-t t h** promfit»*rs ... dOC 

{ 1 04 1 d hev 'should hax »- piiwei apply for re^m- 

t l a t ion ... 1!|G 

i I Oo ) ( f o\ et iiineii I N)n»iild have powei to make 

Mile'^ pieseijluii^ taotaiifi foiii)'^ of ehit 

inelndin^jT prize idiit- . , ... PMi 

(ItXM All the rules promul^ati^d in 

ehit funds '»!n»nbl 1 m- ^iveit full jMihli- 

eity ... IlHi 


(107 ) No eoinpany .shmild he i e^L^ist ei etl as a bank 
unless it piovided that profits should 
1 m* «l i.stributeii sliai eholder?* after 

all [ueliiiiinary aiifl Houtation expen* 
ses liave been paid and ade4|uate provi* 

.*^ion liaj4 been made for deprcMdatloa and 
reserve f und^^ . . , ... . , . 502 
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PAHAOKAI'US. 


(108; An annual stat4^iiipiit should \>e liubiuitied 

in a foriii to be |jreHi'ril»ed ... o02 

(100) Kjiilmrkation in any mercantile busiuea^ 
exce[>tiup in tlm <*oiir8e of realising 
uHHetrt .slionlil entail cancellatiou of 
lej^intration ... ... .. ... o02 

(110) Indigenous InuikerH should be reyirtiered 
with niithoi ity to rail t hmisel ves 
hankei’s . . ... ... . . .. oOd 

(111; lieg-ist rat imi an a banker should be 

opt ional . ... . . ... oOd 

( 1 1 ‘J ) It sliould la* |)ei*initt<Ml only ioi thost* vvlii» 

do oiil\' liankin^ business .. ... o0*> 

l'}H>se le^istereil would be letjuirecl to filt? 
a balaru e sheet |»repaie<l by a ( ei tifie<l 
auditf)?' annua 11 \ ... .. ... Oty; 

(111; Ihe ‘l>aMkei ' should be ^iven the hene- 

fit of tlie llaukers’ ^Festimony Ati ... J 

(llo) lie should also Im* aJi\ eoinessious 

j>iaet ieable with regard to it leseiNt* 
bank oi* (ontrai bankin;^ instituti<»n it •• 
lor!iie<l ... . ... ... oOd 

(lit!) je»ssible idlort should be made b\ 

the ( 'o-o pera t i \ t* 1 )t*pa it men I to |>ro\ide 
easli iaeilities lor villa^^t* soeielitvs ... •*>]() 

(117) Idle ( /o-(»perat ive l)e))ur1ment should eii- 

eoura^^e tlie ilevelopment ol sa\*ing;s 
l)aiik ae<*oiinis ... . ... 510 

(118; It should intKMhiee home-safe deposits ... 510 


(119) The post oftiee insuianee fund should be 
extended to tlie g'enernl public if tliia 
i.s found pra< tieable as u result of aetua- 


lial e-xuminatioii ... ... ... 514 

(120) Insurance in all sound foi*ms should be 

eiieoura^ed . * ... ... ... .jJ4 

(121) (dioijues printed in diolot eould be widely 

used ... ... ... ... ... 7)17 

(122) Far more use of cheques sliould be made 

in Government offices ... ... ... 518 

(12d) They should be aeee[)ted in payment of 

dues to the Government ... ... 518 

(124) Not only land revenue but other material 

payments in all departments should be 
so permitted, if necessary, only after 
collection through a bank ... ... 5X8 

(125) The post offices and all Government offices 

should admit marked cheques and 
receive them in payment of dues of all 
kinds ... ... ... ... 518 



258 


IWRAUK AKIIS. 

(12G) (’lieques post oHiro ««viii}rs Inuik 

shoultl be ari^eptecl for puyiueiit of 
money orders, ete. . . ... 5J8 

(127) All Government servants whose |>Hy is 
al>oYe a reasonable mtninnim sh<»ubl 
re<‘eive theit* salary by ehe<pie . ... ol8 

(J2H) There is no j nstifi<'atu»n for « hai ^in^ 

( <»inmission on ehiS|Ue> <»1 on<* bram h 
of the Imperial Bank eashe<l in anc»tlier. o2U 

(1211^ There is M*ope for <lt*veb.pi n j.;: bianelu'-^ ot 

the joint stock bank^^ ... o20 

TlH»>i* ill sniallei must Im’ on a 

( lieaper >cale than (he oriliiiaty branclu*> 
t>t (lie Imperial Hank . ... o2t> 

(I'll) Tli4*re should be wvy ivw post «diict\s in 
which < ash ce? t i ticatc-s and savings 
bank deposit'v are not dealt \^ i(h o07 , 1 

( I d2 ^ Htane! bonds may be is*<Uf*d at Us. d-ll-O 
repavable Hw yeats later 
( Id-b d lu*\ slioubi be (Uic asliabb* at intermedi- 
••ate with iiuarteilv ca liaiiccmeiitH 

( I d4 ) d he ( o-opera 1 1 \ r‘ DcpaitfioMit ami joint 
slock banks slumld inau;:;matc a mole 
intensive propa^antla to oncoura^e the 
iuvestmetit habit . d’Jd 

(Ido) d hey shoultl at! oral full iamlities foi 
deposit of '-aN HiO'- and ijuo k \\ it loii a\\ a! 
oi funds . r>2'd 

We wish to pla<'e <m reemd cjur thanks iui the assistance g'iven 
to us bv nuUK'roii^ ^eutbmieu whose informution and aih ice have 
been unstintedly placed at <Hn disposal. Wd* ;tr** indeliNMl tor the 
valuable rejujrt i»f inanv of}i< ials aiol finallv we ish to M^-oid out 
obli|^aiion to tlie Secn'taiy, Uao Babadui (\ d Paid, for hif< 
valuable serv ices an<l <»nr appi <*ciat ion of the iiidef ut i^able work 
ol tlie I n V est ioatoi's and of tin* ofh< < ‘'taH. 

H M lIOOl) 

11 I V HKAUSON 
(\ (dOPAl. MKXON 
M A. MPTHIAir ( HKTdTVAU 

V iiAMi:i:i) srLTAX mark \iu. 

B MI XISWAMI XAYIMITV 

V d THOMAS * 

2{ith April 19 ' 30 . 


Subject to note. 
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APPENDIX. 

POBWII OF HVKDIH l» V%E. 


No. 7. 


0 ) 


l7r/4 Sepitm^tr 1929, 

Furffttuti 3rdf 1106. 


Attighi plettiie pay to Mr. BankuralingH Moopauar, yarn dealer, or order the emn of 
lie. 1 ,000 (Ktij>ee« one thoMna'id only'» and debit Brivntipotiur firtn ao-^oiint after due 
•iitry on the reverse hereof. 


Due date — ruratt**si dUi. 


(Signed) Akumuoatharaeakar. 


(2) 

No. 6- 
Kroiii 

K. S. K. Sorbamamam e’wF.rrrTAR, Vaim meH’liAin , Sii vini)nitt ni . 

To 

.Nf.H.Ky. Kanihaswami Moopanak Avargil, rinnovelly. 

At ))lcaHe p.iy to K. S, Nnr.iy,ui:i Tluir » kaii « r or order lls. (Unpoe^ five 

hundred only) and debit out account after making •ln9cntM»^'« mt the revet" heieof. 

Kh. 600, 

t'Signc 1) Si IIRAM AM V am < HKrilTAk. 


(d) 

Form oj darsana 


At siglit of thl« Sole of exchange, please pay — 
(place) the enin of Us. (w'Orl**^ 


order at - 

for value received in cash. 


To 

M.K.Uy. 


(Signal u re) 




Fv)EM of a RUNOI rATABr.K WITRIK A PRESCRIBED PERIOD. 

(16) (tifteon) days after date (or after sight) please pay —or order 

at (place) the snin of Rs.. (.rords)— for value reoeired 

in oash. 


To 


(Signature) 
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Rf^. 300. 

At (57) fiftY*»eT€n dav^ aft«i 0 it« we joiiitJy and •evai^dly ynoaxir^ to j>iiy Mewr». 
X!K>raiswami Ayyar 5c or o;der at the Iiuperi**! RinK of t altiMit, the •tni» 

of Rs. 300 (three hundred ordy) ftn rnUie received m c.isfh. 

(Binned) V\ Hawa At yak. 

> H Nakatawa AvTAm 


\\ R »ma Ayyivr, is.a , 

Vaki ) . L :« i ion" . 

B. N ^ iyaua Ayyar, a.A , b.l , 

Ad V OC'.t'e, ( 'aii* a* 


J>ue dHte- 

datfii- ■ J V* . 

-No. 

Ilniidi h'-. I OfK), 


t onp 

ht tceiu 

At 'VH)) i.ifnty div& without d.jvf* we pto«iaAf to pAV 

th Kat ichaod t « v'k ilvt'iH oc ot d<M ut U*« ofbcaof- 
I tl:** ^am f-f rnj‘eei* of>e lft*>UAHid ojAv ft>i va) to- r ivrd in ea»)i. 

Kif teeji 
nniiax 


Vidor'. toSii 

No 


Ih.teri- -IV 


K. Veitkwteaayy 4 5c Broi*.. 

(groundnut ruercbani® and (/< uimi^Yior: .*|^en v, 

Hindu pur. 

I’o 

M.R.Ky - -Oaru. 

\Vc. R, V'enk&?c*ayya 3t HrtHf., utter making ^ a* ion«, inform yon that we are 

•ending you tbit hundi to pay the aum of K*. (ni word*} Ktipaeff 

to the order of M K.Ky. of Ho plmm make kind 

en<|airie« of the bearer of thia hnndi, pay Ka.- ► , gat rntry of the payment at the 

boiiotii of thk hundi and take back the aame. A% the hundi ia one of n deHoate it dura, 

the amooiit ahould he paid with ut any objection whateaer. 

Ra 

Yoora, etc. 


HignMtare. 
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No. 


To 


(•) 

With th§ helf cf QcH Sri VenkaUtwura ej Tiru^iu. 


Hindmpu>\ ■ . ..i,, — . 19 . 

M.K By. — Garn. 

We, Goraniala Venkiitesayya Ac Bros., ^fter makiag salutations, inforuo you that we 

have sent you this hundi to pay to the orvler of M.R.Ry. the sum of 

as. — (in words) Rupees . So please pay the same imine diat«ly 

after it comes to you, debit it to our aoeoun* and take it hick after obtaining entry in this 
hundi in token of rv-payment. 

At siOHT 

Ks. 

Yours, etc. 


Signature. 


At 


(lays alter date 


(9) 

with 


or or.ler the Mimi of Rh. 


withoa 
for value j^ceived in cash, 
for value of goods supplied. 


j-graoe days, please pay - 


Date. 


Drawer. 


( 10 ) 

P'orm No. Jjittt ^19 

.M H.Uy. ^the name of the person addietsed) will pay to the 

ord^i of the .sum of Ks. (in words) and take 

this hundi hick after getting it endorsed on the reverse. 

Ks. 

Yours, 


Hignatnre. 


(II) 

K -\r.L.K., PaUvithur. Is# wier 1929 . 

To 

L. M. G. SuBRAHM iNTAM Chettitas, E'^P, Madras. 

O n demand please pay to 8. K, M. Ar. Kathan ChetUyrr 

thirty days after sight of Devakotta or order the sum of Rs. 6,000 (rox>eee five 

^ , with interest at 9 par oent per annum 

thous;ind only) at tl>« oarrent .Madras nte of interest the amount to our aeeount 
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(12) 


Sri rit mmitvijfmyn . 


No. 49 . 

F roMi 




A. C'minnaswami Aytanoai; & Son., 


To 


&f«ssrs, O. A. O. K. T^A»^HuiNAfr CHFrriYAR, Sowo.irp«t, M.iimw, 

At bight pay to K. Kriahita Ayyar, Alylaporf', or onier of Kx. CAv> 

(rup€*f§ five hun4ie<l Aii<i bixfy only) aiuf tfebit to our aooourit after iu.iltinf; »!ut* i>ntne>oTi 
this 


K 9 . om. 


A. WAMl AttAKOAR A Sown. 


No. 69 . 


(i«) 


Sf iffifHit jsya wt . 


Mmnftargudt , lOth 0<rft/4#r 


From 

^"•u. Hamanathan t'MKTTiTAB. M uin^rguiii. 


M.K.Uy. A. O. M oTU o YARD r PAM ('hf-ttitah A varg »l , <'hi<KTii>»arRii) 

At sight please piy to Mr M. KrishuY Pillai <»f IVtlnyor on netouof t»f K i ishnun waui » 
Mudaiivar of if anuargoiti, the Riiin of K». I ,t>3H (rupers one thousrnot «iul ihirly-eighl 
oniy) aiid debit to our HOCK>uiit after making due entries hereni. 

A. K Uawamatham Cmkttitaii 

Kb. 1 .038. ( uuiia atamps.) 


(H) 


'/V, J'tr i 4fia^r fffn - JP 


y$aiany»^y4tt/t^ 


IP 


NanriP^ 

A ddresi 


On dnmanr! pi*‘ ih** p* v tu 

or oifb'i tno of 

for V tluH iMeiv**d 


Kupeen^ 


on) y 




I 


I 

in 


Vol. 1-33 
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Xo.. 

Name — 

Addre»*i 

U'o the order thereof 


rifi) 


So. 

Rs. 

Oil demajid please pay lo 

or order the euni of rupee* 

for ibe Vi<lue reeeiTed. 

To. — 


( 16 ) 


No. 


JBeiiradit ^ 


Dated IW , 

Hs. 

Ar>I>EPAl.t.I VkJ4KATAFPaY YA , BK7WAnA. 
On demand please pay to 


the sum of rupees 


for the value received. 
To 


(Signature) 


No 

jHeZWffdfT^ 

Dated . 

Ks. 

Ai>i>epalli Venjc atappatta , Bezwada. 
Oh demand please pay to 

the sum of rupees 

for the value received. 

To 


(Signature) 


AIajetj SuBBiAR Sons & Co.. 


Fieoegoods luerobants, 
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(IT) 

IV . 

No. 



<>n dcituinii pltTiise }iay to 


or order the ruiii of rupees 

— .■.»■■ ■ - only for value received. 


To 


( 1 ^^) 


A N D H U A KN (JIN KVAi i N r, 
(iiMlW'SY 

: — V . ^ . KkoIti. P.*.. 

Bi^ztcadit, — IV 

No. 

Kr.- 

On demand ple.i'-e pay to «>i 

order at the imperiiil Bank of Indm •«t 

the sum of Kupees— 

for vuluc received i»er H. Keoeipt 

^o. , dftted IV 

attached herewith 

AivoRma Ki»oii*rr»I!«o ro*pA?*T 
To— 


« 

« 


A N 1 )H I i A K N ( ; I N K K ii 1X0 
COMPANY. 

J'rofriitJot V. !tir>I)T. P.A., 

— IV 

No. 

lU. 

rtii deiu.and pie tse p;*y to myself or 
order .at the Im^»erial Hank of India at 

(ijesuifi of rupees 

for Value received a"- per K. Ueoeipf 

No. .dieted- IV , 

attached herewith, 

AwDtiaA iCpaiVBBftiffO CoairAPr- 

To 






2^ 

(19) 


(<t) No,. . ' Ba» Siaiion ■ ■ , i.., ■ - date ■ m .i ■ .i.i. .■» 

dae on 

At day» ..... ^or tnonihft) after dale, pay to - — - — or order, 

the «am of IIh with all hank charges a»id overdue interest for value received 

ill goods as per Invoice No of 

(Signature) 


( 20 ) 

(A) Ks, Stufion date — 

due on 

At days — -(or rnonth^) .if tor date, 1 promiec to pay -or 

order the sum of Ks. for value received against goods purchased. 

(Signature) . 

I'o 


( 21 ) 

lluNiii (Mysore). 

Thf eprit find Motor JVorkfi^ 

Bangnlor^ Ctfpy h October 1929 . 


Ks. 188-9-0, 

At thirty days ojier n\ght, please p\y Messra. The Anantapur Ointrict C'o-operalive 
Bivnk, Limited, or order the sum of rupees one hundred and eighty -eight and aiinas nine 
only for value of railway receipt attached herewith. 

For the Kaja Cycle and IMotoii, WoRjts, 
(PigTied) 


To Messrs, The Neo Auto Works, 

Fown Kxtensiens, AnaTiiapnr. 


( 22 ) 

liuNDi (India). 

37 — 39 — 41, Abdul Rahman Street^ 

Bombay f lith Oetob^r 1929, 

(30) (thirty) days rniitir itghi pay to ourosJvso in Bombayr or order the sum of 
lie. 178-8-0 (rupees one hundred and seventy-eight and annas eight only) for the value 
received in goods. 

For Victor Watch Co,, 


To Mr. V. C. Venganna Chetti, 

Waloh merohaut. 


(Signed) , 
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in) 

HoKDt (Ihdia). 

Mmdt4Mi, Cht»4hfr 


No. 38^. 

Ai 30 daft D A pleci&c pay to the ortler of the Ati.-vnlMpor l>ii»triet IV o|>er 4 n<iee 
CeiUrnl Baitk, Limited. A nantapnr, the Rum of piKhtv right , aiiiie tJiie «nd pie» 

foar only tor t«Iu« received— vide BiM No. 77^3 of 16th OrtoV>cr 

To Mesers. Sadhaiim Pre^?, 

nxlenisioii?, A iiantajmr. 


Ui,. 88 - 1 - 1 . 


F<ui .1 II. Aii\am ft i o . Lin 


("-igned ) 


Met 


(71) 


Mitdr<tM^ 8#A Orimftfr lV2V 


lin. 160 only. 

A* p*y t' Ml*’ nrdrr of I'h*' Anau’.ijoii l>i un'l < ’o -o prr i \ r Hank Ltd 

\nantajnir, the sum of mpro^ one hundred and hfty only for v.ilu ' M rtiri’<l 


To McHsr?. I'he Motor \A arehons*\ 

A nan ( a p u r , 


For Ka*»k, IoMiricr>. 
iSignrtl) 


/)» f rrlttr . 


(26) 


2 


Sivarnay^uu 

Af uthomariaminan rhunai. 


No. 31). 


ha. 1,000 


r.K.H,lLM. 

21ftt January 1^30 — FC valp itU R.A.S. .. <’r, 

P.K.8.RM .. Dr. 

Please p*y io Mes&re. 8 .A.H. or order on demand, Its. 1 ,000 (Hupeeti one thotn^end 
only) with intereet at eorrent rate of interest and debit our aoooant after loaking due 
entries herein. 


Hoklm, lliai, 8ih 

To. PJl.fi.kM., RaJigoon. 


'tSigned) P.U.H.BM. 



Demand Drmjf- 


Ko. 

K« 

. 

At sight vlea»<i pay to- —-or order 

the »uiii of rupees — — - — — only 

for Talue received on lujoount — 

aiid debit to my aocounl. 

Signature - — 

To 


( J)r» wee) 


( 2 ^ 7 ) 

Tha^anai Uundi for Geodt Sent . 

Due 19 . 

Place — — U 


At 

j>ay t o — — 

the sum of rupees 

for value received against R/U 


To 


l>ate — - — — 19 

days after sight please 

— - — — — -or order 

— — only 


(Signature) 

Drawer 


( Drawee) 


(2P) 

Iharofiai Humdi fur /oftnt. 

Due m 

Place — 

Dat e 

At days after date we jointly and 

e«Tor<illy promise to pay — — — . 

or order at the ImperiaJ Bank of India, Madura, the sum of rupees 

only for ralae ■ ■■■' — - ■■■■ ^ — 

received in cash. 

(Signature) ■> m , . n., ■■■■ 
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No. 


(29) 

Hund*, 




On demand please pay lo 

or order with interest from date the sum of Ropoes — 

only for value received end 

debit to my account. 


To 


(^iK nature) 


(Drawee) 

No interest after ■ — 




(aO) 

trei }!u*tdt. 


Ks. 2/’4 )i). 

t.'<)oaniitl.» , dated - • IV^ 

On deinanil 

l^ifteen dliys after please pay tn (nime). 

Fifteen days after date 

Nalam Banialingayya Oaro ‘>i order the huiu id Kupecs 1 h f t hoi^aand uiiO fot value 
received and place the aaine Hga«nst my account. 

(Si^;n**d) Nauam ITixta. 

To Cbokka Suhha liao, 

Kangoon. 


(:u) 


Us. 6,i»<»0. 


(cP flundi. 


Cocanadu. dated 


D» . 


On demand 

Fifteen «iight . please p^vy to (name) 

Fifteen days after dnie. 

Mr ChokbaBuhha Kao or order the sum of Hupe#*. Fiv** thuuKand ooly fui value received 
t^nd pla45e fbe •*«« against the gotele eupplied. 

Attached I7f^ bag* t»f 


To F. Hameed 4 i:o., 

Cannanart. 


(Higned) Cmali MgmikWVU, 
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(* 2 ) 

To 

M.R,Ky. Gadiioeila KamAchandramurti Garu, 

Halatatione of Biraui N&ra&iinbaiQ* 

Thin i« written %h hiuidi on you for payment of R». 2,000 (in words) Rupees Two 
on demand 

thousand ouiy fifteen day* after xight to M.K.Uy. 

fifteen days after date 

Gara or order ; pieuae therefore pay this amount and debit our account, after makmg due 
entry on the rereise. 

Ks. 2,0<K). 


(Signature) 


(33) 

To 

M.R.Ry, Gudimetla Rnmachandradiurti Garu, 

Balutations of PaUkurti Ramam. 

This is written as b indi on you for piytnenf of Rs. 1,000 (in words) Rupees One 
on demand 

thousand only fifteen day# after sight to M.R.Hy.— 

fifUien days after date 

(iaru, or order ; please therefore pa^ this amount and debit our 

account after making due entry on the revcise. The of 5(Ht bairs of 

Bj/J of ia ltrig ° 

paddy conBigned on your account is her- in enclosed. 

Ks, 1,000. 


(Signature) 


(31) 

No. 

Ks 


Panuyapiitf i M.HAI.M. 

Dated 

Cr. 

l>r. M.RM.M. Firm, Ra. 

Ouj • Adatti B.B.RM. Subiahmanyam Chettiyur to pay the bearer at Madras the Bum 

of Rb. — .mentioned above to the 

order of — - — together with interest 

at the current rate from (date) — obhiin an endorsement of the payment 

hereon and debit the same in our accounts. 


M.RM.M, 


• Apparently, * Commiesibn Age^t 


KadddmiicxHT. 




Or 

Pr*- ■■■■■■:— ■- ■■ KAoianoor, — 

— ...■. .1. to pmy b t »r» r Ik# »mm oi U« 

^ „ , , , . , — to Um order of 

— - ■ ■ ' mnd debit Ibe smue — — ^ 

an endoreemeni of lb# payiuetil Ler^on. 


Dated 


O.HM. 


^ib 


(»d) 

No. 

Um 

KALAHlVAULUrn. 

P. AlefaiNiri 

Dated IV 

Or 

Dr P.H.S.HM , iU 

to pay the bearer on deinatid the lam of 

mentioned above to the order ed the abovementioned penKW) and debit the eame in our 
aeoonnte wiUi an eoAoreeme»it of ttie payaaent hereon. 

l>at4Kl PH.8 HM. 


(» 7 ) 


No. 


R*. 


K.V.AD. AL., Penang. 


I>ated— -14^ 

Or. 

I>r.- K.V.AI*. Ah, Wirm, Re 

pay^ ai the bearer at Hadrae. the nam of R*. — 

MMottoMd t*UM ord« who briuBS thio and 4.b4t <hoMa>« 

in ih* t rr ^ •» o*» *«“ horowiU an ooAotoonwn* jwf tho poymont hotaon. 

UfttMl 





2M 


my 

No. 

Ba 

PiklUttar BM.A.M. 

D»Ud. 

Cr, — - 

Dr BM.AM. Finn, Bb 

Osr Cli«tti to pay Umi boaiar <m dttxuiad at Rangoon tita aom of 

Ba, , naontionad abora togathar witb intareat at the Tata aittrant in Ran- 
goon, from (data) to tha ordar of ami obtain an andoiaa- 

mant oi tha paymant haraon. 

Batad, 8.K.A.M. 


(99) 


Two ihotitand two hondrad and aiaiaan and 
No. 1621. 


2 


annaa nine only. 

R«- 2,216-^M). 


^taamoyam. 

Annamalaiyar thonaL 
KV.AL., Kaalalumpor. 

let Daoatuber 1^27 — Kualalomptir S. A. Abdal Kbader . . Cr. 

K.V.Al. firm Dr. Ha. 2,216-9^ 


Plea* e pay to bearer K* Ibrabim Alii Am bale m cr order thesumof He. 2,216->9-0 
(Bupeea Two thousand two hundred and sixteen and annas nine only) land debit to our 
account mabing due entries berain. 

K.V.AL 


To 

K. V. Al. Sowrirajiangar, 

Madras. 


(Signed) K.V.AL MimuAX Cmrnm, 


PrabbavR, 

Kaitbigai, 

ICth. 


80 

F.M.8, 

Stamp. 


(True copy) 


P.T.O. 


K. Ibrabim AHi Ambalam S.N.Ma. Uaa* 

No. SOI. 

Pay , to 8.N.N. Firm tbaro* 

(Signed) 8. PT. Kaai Arram. 

FrabbavA, Karibigai 28tb, xaoaiTad tb# antn pi Be. m9Atiot»4 baraitu 

For8.KJff. 


(Signed) A. 6. RaiKAseram AxTAm* 






Ko. 

M.N M Saisao. 

19S ■ i ^ . .-, .. „ year i. .. . n „ , month — 

CK 

H.N.M. Wixm Dr. Hm 

PImm pa/ thia %Txm at Ha,.—.— — - 

ozdar ^ - . ■ - - - . 

to our aaooont making daa enirioa of pajmant harain. 


Ba. 


jdata 


to tka 

at Madras and dakit 


yaar. 

.month. 

.data. 

(Bigntd) M.K.M. 


(♦ 1 ) 


No. «7. 


Hmtii k4mrimf i lif #r#af /ram mjtm4d dmi4.' 


Ha. 600. 


Si 90 ma^mm. 


Annamalaiyar thnnai* 

Kottaiynr K.V.AL. 
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NOTE BY Mh. P. J. THOMAS. 

1. I regret that owing to fundamental difference of opinion on 
certain important pointH I am oon»trained to put in thin note. Aa 
the time at my disposal is much too short, I shall make it brief. 
It is illustrative rather than exhaustive. 

2. The two principal duties of the Provincial Banking C5om- 
mittee are (1) to collect accurate information on the financial 
agmciae of the Presidency in their relation to agriculture, 
industry and trade aikd (2) to make recommendations. The former 
is the more important because it is the foundation of the latter. 
The subjects covered by the enquiry are vast and it is no easy task 
te collect aeeumte stat^ical information on those subjects for such 
a vast Presidency as Madras. Nor has the time at the disposal of 
the Committee been long enough ; for, although the Committee 



WM appointed in July 1929^ active work by members of the CSom- 
inittee began only in January 1930. Indeed the two Bavenue 
Officers appointed as Investigators to the Committee commenced 
work early enough, but their work was mostly confined to village 
investigations. If, as the Central Committee originally suggested, 
intensive enquiries were conducted in a few selected districts rather 
than in villages, it might have enabled us to get more compre* 
hensive information and more reliable statistics on such subjects 
as marketing, rural indebtedness and indigenous banking, which 
could not be properly surveyed in the course of village surveys. 
This has not been done and the result is that, in my opinion, the 
facts and statistics we have at our disposal on certain important 
subjects are not adequate to enable us to draw safe conclusions, 
I shall illustrate this by taking a few important points. 


1. Total Ii^debtedness. 

3. An attempt is made in Chapter V of the Report to estimate 
the total indebtedness of the Presidency. I am more concerned 
with the causes, forms and incidence of indebtedness than with the 
estimate of total amounts ; nevertheless as the bulk of that phapter — 
the longest in the Reporty — is given to an estimation of total 
indebtedness, I feel justified in giving prominence to it. To my 
mind the conclusions drawn are not reliable and if any such esti- 
mate is deemed necessary, fresh enquiries should be instituted for 
that purpose. 

4, The estimate is based on the assumption that the average 
duration of mortgages is 3 years, and that, therefore, we could 
estimate the total existing mortgage indebtedness of any one year 
by adding up the total mortgage debt of the three previous years or 
by multiplying by three the total mortgage amount of any one of 
them. In this, the Committee follow the views of Sir Frederick 
Nicholson, who in 1894 estimated the total indebtedness of the 
Presidency by multiplying by three the mortgage amount for 
one year (1891) on the ground that ‘‘if the average duration of 
mortgages with possession taken as one lakh, be taken as five years, 
and that of simple mortgages taken as two lakhs, as two year®, 
tbe average duration of all mortgages will be about three years. 
(Report regarding the possibility of introducing Xtand and Agri- 
cultural Banks, Vol, 1, page 270.) Whatever might have been 
the value of this three-year formula for the time when Nicholson 
carried out his investigations, its applicability modern condi- 
tions is subject to grave doubts. The following factors, in my 
opinion, should be taken into account when making any such con- 
clusion at the present time : — 

(t) It may be assumed that of the mortgages with a pre- 
scribed term, the average duration is three years, but the great 
bulk of mortgages, especially in the dry areas, are of unspecified 



tirina. The following table relating to simple mortgagee regia* 
tered in Srimnahnam 8ub*ltegiatrar'a Office during the years 1924* 
Jj829 ia inatructive. 
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Tlie saiae is true ol murtgage»s registered in the Sub-llegistrar s 
Office at Kllore, u hich may be seen in paragraph 87 of the Report. 
This is confirmed by independent researciies elsewhere in South 
India. Out of 1,22() mortgages in Mysore State examined by 
Messrs. JDSouzu and Kristinas warn! Ay y an gar, as many as 7G4 
were for unspecified periods. 

(tij The fact that tlie average duration of specific period 
^nPLOi-tgages is three years does not warrant the conclusion that at any 
given time the total existing mortgage indebtedness may be esti- 
mated by.pdding up the mortgages of the three previous years; 
Tor, in reality few mortgages are actually discharged on the expiry 
of the period specified in the document. In practice most mort- 
gages run for a longer period than specified in the document and 
so long as interest is paid regularly and the property does not 
depreciate, the mortgagee does not woiiy" himself about it. Tliis 
is true also of usufructuary mortgages, for a iisufrurt does not 
cease merely bj^ the expiry of the term specified in the document. 
The document may be only for one 3 ’ear, but so long as the mort- 
gage amount remains unpaid, tlie land will remain in the posses- 
sion of the mortgagee. We may remember in this connexion that 
the bulk of mortgages are executed in favour of neighbouring 
landholders, who show no inordinate hurry to liave the mortgage 
laminated. 

(iii) In paragiaph 90, details about renewals are given in 
support of the three-year formula, but this again does not help 
us very much, as we have no statistical iDformaiiou as to what 
proportion of the total mortgages of the same years and places 
were renewed. In practice, renewals take i>lace mostly uhen 
.interest falls into arrears or when the mortgagor needs a fresh loan. 
Only a fraction of the mortgages are actually renewed; in the 
great majority of cases mortgages remain unredeemed for many 
years and end in a sale of property by court-auction or by private 
negotiation. According to an experienced ramindar who appeared 
before the Committee at Rajahmundry, 90 per cent of the mortgages 
terminate only by the sale of land (Oral Evidence, page 66). 

67 In order to be able to draw any reliable conclusions from 
indebtedness, we shall have to carry out detailed 
into the history of mortgages in typical regions in thsr 




The iieoai availelile i|i tlie tfiih-lfarit 

• Oflice if Aot suffi c i ent ; we must tteee tibp eMpee ei tiHwh e< 
the mortgages registered in the last 10 or jmn ihm *niTf tr 
our deductions. In 192T*28 a research student of the ITT nt ve rff i ty 
of lladras made a study of the mortgages of ten 'tillages in Sadya- 
mangalam taiuk (Coimbatore district} and his oonclusioiis do not 
support the three-year formula. 

6. A careful study of motgages seems to me absolutely neces- 
sary, not only for estimating the total indebtednese of the Presi- 
dency, but also because there is a complaint in the country that 
as a result of indebtedness land changes hands nearly every gene- 
ration and that tenancy is increasing at the expense of ownership 
in many districts of the Presidency^. These are matters of the 
utmost importance from the point of view of the Panking hinquiry, 
hut the information we have gathered on the subject is quite 
insufficiaut. 


2 . Niohis and Chits. 

7. These are two of the chief indigenous financing agencies 
in tlie Presidency, and both require careful scrutiny, as com- 
plaints have been repeatedly raised about tlieir constitution and 
working. The nidhis, in particular, are un important financial 
agency in some of the southern districts, and the many failures 
tliat took place in the last ten j^ears and the transformaiioa of 
several of them into regular commercial banks call for a careful 
scrutiny of their constitution and functions; but this has not been 
done. The questionnaire contains no specific reference to them, 
and naturally there is little information about them in tlie written 
evidence. In my view, we Imve not gathered sufficient information 
about these institutions to make any specific recommendation, and 
therefore until such a detailed enquiry is carried out, I shall not 
be in a position to assent to any conclusions or recommendations 
concerning their present position and future working. 

3. Ma&kbting. 

8. It is generally known that the orderly marketiiig of com- 
mercial crops in this Presidency is hampered in many trays, by 
middleman’s charges and by the money-lenders’ oxactioiia. We 
have some indications of it here and there in tmr vrritten evidewee, 
but no S}r0tematic effort has been made to c<dleet statietieid infor- 
mation about this important subject and further enquiry thoeld 
be institated if any safe condusnms are needed. 

9. Our information on marketing is particis^a^l^ slender on the 
subject of ootton and tobacco. The Indian CSehtatal Co^toh Com- 
mittee carried out investigations at the Adoni area and inline to 
the stmtling oonolusion that cultivators * are not undm any obt^a- 
tion to sell to the lenders ’ and that they ' are not hampmred 


* flee written evideiice of Hr. P. W. Doflwelk 1.0^^ Ifev ^ilteiilMb 
Ur. V. O. Re’i^geseumi and others. 
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by their borrowings in the disposal of their kapas \ We ^ow 
that this is not true of the Bellary area and how such difference 
Bbould exist (if indeed it does) in the methods of market^ing 
between Bellary and Adoiii (within a distauoe of 40 miles) is a 
inatter that calls for further enquiry. The information w© have 
collected is not adequate. 

10. Similarly alwut the marketing of tobacco in Chirala. In 
the memoranda submitted to the Committee by the Madras Central 
I rbaii Bank and by certain gentlemen of (luntiir*^, it is point^id 
out that the tobacco-growcrs of (^Inralu market their tobacco on 
very unfavourable terms owing to the monopolistic position of a 
certain tobacco-man\ifacturing company. Oxir attempts at getting 
inforiuatioii fr<»m the company proved futile, anct aUlunigh lhal'e 
is a paragraph about the subject in the report, I do not think 
that it fully brings out the facts of the (’ase. This also requires 
further enquiry. 

11. Not only for the purposes of the Banking Enquiry, but 
from the [K»int of view of the agricultural and industrial develop- 

fluent of the country, the subjects above touche<l upon deserve to 
be carefully studied. liest agenc‘y for making such cn(|uiriefl 

is a BqarcJ^nf Economic Knqtiiry as suggested in (^Impter I of the 
* *Repc)i't and T recommend llmt such a Boartl may be set up without 
delay that it may follow u]> the threads of the present enquiry 
and in or<ler that tlm results of the further empiiry may be avail- 
able before tlie (%mtral Committee completes their cleliberat ions. 

II 

R FCOMMKNOATIONS . 

12. I agree with my colleagues in regard to most of the recom- 
mendations, but I feel that 1 imist go further than tiiey on certain 
fundamental issues. 

TkK H K-insr01'NTTN(i SySTKM. (CTfAPTKHS V, vnr, X AND XT.) 

Ifl, The most important of them is in regard to the introduc- 
tion of re-discouiit banking. The greatest (lefect of our banking 
machinery to-day is the wide disparity between tlie Imperial Bank’s 
dis<‘ouiit rate and the rate of interest at wliicli the average 
merchant or fanner could bf>rrow in this country. To my mind, 
a radical solution of this is needed and that is f)nly p^vssible by 
the delil>erate adoption and encouragement of the re-discounting 
system, w^liich I proceed to des<^ribe in some detail below. 

14. The preaffft methods of raising short-term credits in India 
whether in agrifjiilttire, trade or industry are defective and cum- 
brous. For expenses during cultivation or manufacture, loans 
have to be raised on high rates of interest on the strength of pro- 
missory notes or mortgages. Even if the produce is ready for 

•Messrs. V. Venkata Punnayys (Banker and rit^miU owner) and 
K. Sriramulu (President, Gtintnr Diatnct ^ard). Bee also 
Mr. N. O. Ranga’s written evidence. 

Vob I.~35 
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nuuricetiiig^, it i» difficult to raise loans on the security of the pro- 
dnce as there are no independent warehouses. Sales are generally 
effected on the ‘ open ' account systein and therefore the seller has 
got to wait till the buyer is ready to pay up. The book account can- 
not be turned into liquid cash and therefore money remains idle. 
Indeed * produce * loans are available wherever the Imperial Bank 
or other joint stock bank has warehousing accommodation, 
but the condition that the goods must be kept in the bank’s 
godowns is' regarded as infra dig by most merchants of standing. 
The merchants therefore have to raise their loans by buying 
hundis from Mnltanis at high rates of interest or by borrowing on 
pro-note from the Imperial Bank. The double signature required 
for pro-notes hy the Imperial Bank is generally not convenient 
for Indian mercliants and they therefore prefer the Multani shroff. 
The result is that adequate funds are not available and whatever 
is got costs the borrower too dear. Such high costs and the high 
prices which ttiey give rise to prevent the expansion of business 
in the country. This is the fundamental defect of our financial 
machinery and no advance is possible without remedying this. 

16. In all advanced countries, there are ample devices by which 
short-term credits can be raised at low rates on securfties w'hich 
are of a liquid character. They use negotiable instruments like 
pro-notes, drafts and bills of exchange to obtain advances, and as 
these instruments can be discounted and re-discounted before they 
reach maturity, monetary resources become mobile and the price 
of money becomes reasonable. The fundamental defect of India 
is not that tliere is not enough money but that it is not properly 
manipulated as to make its flow elastic. A well-conducted system 
of discount banking is therefore the proper solution for our difficul- 
ties. 

16. Except in Great Britain discount banking is a recent 
growth. Even in the United States, where the system has lately 
become most developed in all its ramifications, there was a positive 
antipathy to discount banking before 1914. There were many 
banks operating in the country but they were not connected with 
the central money market, and each bank depended upon local 
resources, and re-discounting of bills being limited, interest rates 
were as high as 10, 12 and 15 per cent in some districts, while in 
towns much lower rates prevailed. The Federal Reserve Bank 
Act of 1913 remedied this defect by providing a national discount 
system, which enabled country banks to become members of the 
Federal Reserve system and obtain abundant re-discounting facili- 
ties. These benefits were extended not only to tbe merchant and 
the manufacturer, but also to the agricultural classes by enabling 
them to get their notes, drafts end bills re-discounted at the 
Federal Reserve Banks when accepted hy a country bank, and by 
allowing such paper longer matiirities (six and nine months) than 
enjoyed by commercial paper. 





17 . We hare to develop on the same liiiea in India, We want 
a re-di»couiiting syateiu with a growing bill market; in order to 
areate such a system w© must modify our uietlioda of raising short* 
term credit and systems of marketing. Horrotcing is now the bane 
of our fiuancial luaobiuery ; it must be transformed into discount* 
iug, so far as all productive operations are concerned. Borrowing 
inevitably results in high rates of interest and high production 
costs; but discounting will enable bankers to advance more freely 
ami at less risk as the se<‘nrity is a more fluid one. 

18 . The .simplest <‘ase < he short-Uu'iii 8elf-li(|uidatiag traiiHac* 
tion ; hills of exchange, Itocign or inland, representing a sale or 
other genuine c*onnnercial trunsaction. It may be a sight bill or 
a usance bill; but in either case it will H(juidate itself auti>nuiti> 
cally. When such a hill is ai*«*ompanied by the bill of lading or/ 
and railway re<*eipts ami is a<*cepted by the drawer’s bunk, it 
becomes a first-class negotiable instrument and i^an be diseounted 
and re-discounted according to the needs of the holder. 

• 111. Secondly tl»ere is marketing credit. With a vie'W to help- 
ing in the orderly marketing of pr<»duce, wlietlier raw or finished 
• agfituiltural m industrial ), banks in most c‘ountries now 

advance on non-perishable, readily marketable commodities })ro- 
perly stored in warehouses. Such paper (notes or drafts) when 
secured by documents evidencing ownershi]> can be disconnted with 
banks. The use of banktu ’s HC( cptan(*es in the financing of market- 
ing of industrial prodiu'e has been long known, but it was only 
lately tliat agricultural prodiice was brought into the orbit of tbe 
discounting system; and this has reac'hed the highest development 
in the TTnited States of America, wdiere the Federal Tleserve Art 
makes special ])rovision for the discounting of paper drawn for the 
purpose of orderly marketing; such paper may be created by any 
private individual and discounted at his bank, or if the person is 
a member of a co-o])erati ve society lie could get the work done by 
the society. The A<‘t has given special concession to co-operative 
marketing organizations in tbe matter bv allo\^ing tliem to draw 
paper of longer maturities than usual (i.e., six and nine months). 

20 . Indeed, banks in India now lend on produce, but as goods 
have gT>t to be placed in their own godowns and are not generally 
liberated in instalments, many merchants and agriculturists do 
not resort to them as freely as they might. Therefore there is an 
urgent need for independent warehouses in this country at suitable 
centres so that tbe discounting system may be extended to agricul- 
tural marketing. In the interior this may be done mainly through 
the co-operative lf>an an4 sale societies, provided Government will 
make gritats for the purpose. With produce in its godowns, tbe 
co-operatfv!& sale society must lie in a poprition to create a nego- 
tiable iiaper^ which could be diseounted by tbe Central Bank or 
even by oomjnercial banks. In tbe larger townris, independent 
warehouses are to be constructed by other agencies. 
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21. Coiilil we g6 any furifier than the inarJ^etixi^ st^e in the 
creation of negotiable paper? In my opinion, vte cotil<]^ and We 
iihoiild. Iii the United Statefj ‘ elig^ihle ’ paper, i,e., the bills, 
notes and drafts re-discountable at the Federal Reserve banks, 
include not only paper seciired by dociimenis of sale or ware- 
housing Te<‘eipts, but also |>aper created for proilnctive purposes 
ftt^^riculturiKts, i.e., for purchasing implementB or raising crops 
or breeding animals; and for the special conve?iience of agricul- 
turists, longer maturities have been allowed for such paper. 
Thereby finainual resources of the country have been mobilifted in 
such a manner as tf) serve the interests of not only conitnerc^e and 
induHti*y but also of agriculture. Indeed there are difficulties in 
creating surdi agricultural paper, due chiefly to agriculture’s 
dependence upon monsoons and other natural forces and due also 
to the fluctuations of ])rices <)f raw products. Such difficulties 
liave been experienced in the United States, but the thoroughness 
of orgn n izatif>n (*l»aracterisiir* of the Federal Reserve system lias 
surmounted all such difficulties. 

22. Indeed the introduction of the discounting system into, 
agriimlttiral finance in India is beset with even "leater ditficulf ies, 
although many of them may be avoided by proceeding through^ 
safe channels and by measured steps. Considering the backward 
(haracter of our agriculture, and the illiteracy, improvidence and 
unpunctualit V of our farmers, I do not think that agricultural 
paper could be made acceptable to commercial banks, when offered 
by individual farmers as in the United States of America, but I 
do maintain that agricuiltural paper accej)ted by the co-operative 
primary society and the central bank should be eligible for being 
discounted, to a limited extent at brandies of tbe Imperial Bank 
or other joint stock banks. At any rate, when the reserve bank 
is founded, such paper must be readily re-discountable by its 
branches, within a ]>res<*ribed maximum limit. There is nothing 
very revolutionary aboxit this suggestion. Already the Imperial 
Ibiiik has allowed the co-operative central banks to create an 
overdraft account oii the strength of tbe notes of tbe members of 
primary societies. That privilege is now being withdrawn, not 
because this bus resulted in any loss, but because of other reasons, 
W^ben a leserve bank is created, as T hope it will be, a certain 
pioportion of it^ funds may be set apart for re-discounting agricul- 
tural paper proceeding from primary societies and accepted by the 
central banke. One condition of such facilities being extended to 
agriculturists is that the crops should he hypothecated by those 
who avail themselves of such credit, and godown facilities should 
be provided for keeping produce when delivere^^, , 

23. In the case of agricitlttiri»|ii|^|)|te^ bnayess is 

proci^ding on husiness-like lines by - and 

standing, deserve easier credit ' the 

commercial banka should not go ‘a 

not^s on condition that their crops are hypferthecated But, 

great caution is necessary in this matter; and perha|K||Kwimld be 
best to commence this after a fair degree of has been 
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«lp|pteT«ed in tke discounting of oo-op«mtivs papor. If any stapa 
ai^ to be taicen in this direction, I recommend tbai it may be on 
tbe lilies of the Agriculturists Credits Act (1928) of Sngtand. 

184. In India to-day bills are used more in foreign trade than 
in inland, and that is bwause dim'ountiug facilities uie more 
abundant in the former than in the latter. The transmittance 
hundi is popular euougli and has always been known, but the 
great majority of huiidis are finance bills which have no specific 
commercial trausa<*tion behiiid them. T!ie prt>per trade bill must 
be created by giving all possible fa<'ilities for their discounting. 
The duties on bills must be redm^ed and the use of bilingual bills 
allowed. The standardixat ion of li until tonus is also net^essarv as 
stat-ed in Chapter X of the Report. A ctincent rated effort must 
l>e made for the education of our husinessinen in the use of hills. 

25. There is no reason to think that this is too advanced a step 
for India. Ciitil the introduction of the Federal Reserve 
system (191d) in the Ignited States, the (‘oiintry hankers lotiked 
wit)* sus[u<*ion upon T'e-<IiH(*oim ting system. They regarded it as 
^ sign of weakness, as a flag of distress, and would not resort 
to it ex(‘e[)t as a last resort *’ Yet, when the Federal Reserve 
^sjy'stetn 4(atue in, tlie country hanks threw away their suspicion 
and availed tliemselves of re-dis(‘ount ing facilities, and the result 
ia unprecedented mohilifx^ of credit aiul an unparalleled expansion 
of trade and business. 

20. If such facilities for shoit-term credit are to he availed 
of by the Indian mei<diant aii<l agricutlturists, tliey must mend 
their ways. The merchants must adopt more B;v’7^te malic modes of 
business, and the farmer must improve his methods of cultivation 
and keep regular accounts of his costs and receipts. A more reliable 
supply of water is also a prime necessity, which calls for organiKed 
effort in the matter of irrigation. Without improving our methods 
substantially, it will not he possible to make the radical change 
in the methods of obtaining ('redits sketched above, however clearly 
we might perceive the superiority of the credit methods in use 
elsewhere. Hence the importance of carrying thinugfi a carelully 
devised developmental polic^^ as a preliminary to the introduction 
of improvements in the finan<‘ial machinery of agriculture. 


AomcunTiTBAi. Methods (Chaftek V). 

27. Our tradRional methods of agricultural production are not 
calculated to increase the .standard of living of the ryot. Our 
agricultural methods must be so modified as to maximise the 
quantity and of the crops raised and thus put more money 

into the vjr(|iMp|^As Mr O. R. Hilson, the Director of 

Agiieu|t^i||||tt|^^S^6^ ^ ^IIB^IPiemoran dum to the Committee, one 

j|KI|^p^an of cultivation in the Presidency 
is I jil 1 1 11 to swanm paddy cultivation. As 

a riftle more profitable than paddy and it has 

the ad^ti^^^^^dvautage that the land need not be continually 



nndefr WBt 0 T. Tbe popular view wlucli , looks ^%U(§pioi 0 li^ iS^pon 
Hie suhstitutum ot food grains iot ‘ money ^ c^ps is Hiil bassd om 
any proper understending of tbe true econoiMc intei^is 0f the 
country. There are parts of the country where p0ddy is the most 
economical crop ; but to turn land which would ^<5ld a better 
return under a commercial crop into paddy land by expensive 
irrigation projects is not calculated to enhance the prosperity of 
the country, nor improve the financial position of the ryots. The 
raising of commercial crops must be positively encouraged, and 
irrigation projects should he directed to such purposes also. 

28. Holdings . — An ‘ e<*oiioiinc ’ holding is the prime esseti* 
tial for profitable tilling. Where holdings are minutely sub- 
divided and fragmented into bits, thlf^re cannot be any inoentive to 
intensive culture. That subdivision is a grave evil in the Presi- 
dency and that the majority of holdings have become * un- 
economic ’ is clear from the figures quoted in paragraph 31 of the 
Report. The accompanying tendency to fragmentation is also a 
great hindrance to profitable cxiltivation. In paragraphs 32 — 35 
of the Report it is maintained that fragmentation is not a serious 
evil in this Presidency. Opinions differ on this point, and as no 
systematic enquiry has been carried out througbout the Presidency 
we are not in possession of adequate data to form a J&dgment ‘in* 
the matter. At the suggestion of Dr. Slater, XTniversity Professor 
of Economics, the Madras Board of Revenue made an enquiry in 
1919 and although the Board thought it impracticable to interfere, 
they did not deny that fragmentation was increasing in the Presi- 
dency. It may he conceded that this evil is not so pronounced in 
Madras as in certain other provinces in India; nevertheless, it 
seems to be necessary to enquire into the extent and incidence of 
fragmentation in the Presidency and devise proper remedies to 
combat it. It might also be useful to enact legislation for making 
holdings impartible beyond a certain minimum sito. 

Mahkettng anb Co-opekation. 

(Chapters VIII and XI.) 

29. The re-discounting system sketched above aupposes a more 
systematic marketing machinery than is now existing in the 
country. Marketing is the crux of the problem. At present 
marketing is carried on by a chain of middlemen, and the links in 
the chain are advances at high rates of interest. The ryot borrows 
from the local sowcar-shopkeeper, who in turn borrows ftom the 
dalla! in the town, and the dallal generally raises his capital from 
Marwaris and other money-lenders. The ryot^ tod perhaps the 
local shopkeeper, lose also by false i^i?^e%bi!Ueiit^^lty heavy eommis- 
sions and by the forced sale of in a 

This system of financing marketing hy 

a system of short-term credits which wfB k^sep 

bring down the rate of interest and enable 'the owner 'Of the' produw 



time aud at the highest available 
possible by the creation and discounting of 
‘ Popor ^.' OVery stage of the transaction as sketched in 
tli(ftJ|g0Tiolas. isootioikv 


•%lD. A proper co-ordination of credit supply with marketing is 
the sitm qiM nOn tor such improvement. The sowcar knows the 
need tor such co-ordination and the exporting firms know it l(Mi. 
hut the co-operative luovenxeut has only recentlv come lo realiini 
that unless marketing is controlled, the" lyot will have U» sell his 
produce at a loss and the loans made li> him hy the eo-operative 
society may not always be readily repaid. Tliin rct'o^nilion ha^i 
resulted in the openiuj^ of eo-operative li>an und sale societies, but 
they hare not yet ^ot the necefisary equipineat (e.g-., g-(»dowu8, trade 
oounexionsi, trained huNiuessmeii, etc,) to fimctum well, nor is 
their work properly co-ordinated with that of the credit societies. 
All this must be radically changed. All short-term loans nuKst be 
tJie first charg’e f>n the crops, and wliere there are t*o-operative 
^odown facilities, the produce must be delivered to the co-operative 
sale society to be prepared for the market and sold in the jjroper 
^h^rixner. 


•redit su<’iety must also supervise the utilization ol its 
luausy supply tlie necessary expert knowledg^e for efficient produc- 
tion and insist upon the ryot keeping regular tt<counts of his 
receipts and outgoings. If all this ran l>e done — and it is only a 
matter of time and organization — agricultural paper will become 
readily discountable and the rigidity wliiidi now (diaracterizes agri- 
cultural finance uill be diminished. The co-operative society fiist 
appeared on the scene as a lending institution and this was the 
fundamental defect which resxilted in overdues und irregularities. 
If the movement is to succeed, it must place marketing and thrift 
on a [mr with credit supply. This is our greatest need to-day, 

ii2. The sale society must work as a regular business concern 
with the salaried assistance of trained businessmen and must liave 
expert guidance in regard to the preparation of the produce for 
marketing, i.e., cleaning, curing, drying, decorticating, grading 
and so forth. The society should raise credits with commercial 
banks on the strength of warehoiise receipts and should market the 
produce by instalments in order to avoid the evils of a congested 
market. 

3^3. Having established sale societies at suitable centres and 
having co-ordinated their w^ork with that of the credit societies, we 
must federate them in each economic region by forming central 
selling organisations, which will negotiate with buyers for the sale 
of produce* This may Iwd to a suitable system of pooling as in 
the United States of America and Canada. It requires intelligent 
organixatiesii and efficient management which can only develop 
gradually ia a country like ours which has been long accustomed 
to get eueh work done for it by others- 





34* Poolinn^ luay take time to develop «Mud it i» not piraetical 
ia all linen of prodtioe, but the provieiim of reg^iilaied luafl^eta 
ehould grive our produf^ers coueiderable relief for the prdeeai. 
OrguuijKed tuarketa will renult in fair dealing's between the sd^re 
and buyers; the full competitiTe price will be av^ailable to 
cheating in weighment could be avoided, and the vexatious mamtde 
may be done away with. 

lid. Even where the big exporting hrins operate, there are 
various inconveniences felt by the producers and merchants dealing 
with them. They often give crop loans on the stipulation that 
produce is delivered to them. With the purest intentions in the 
world, this system may not always work to the best advantage of 
the seller. The actual sale is not always effected in the presen<*e 
of the seller, and opportunities are not always available to him for 
satisfying himself that his produce had obtained the * top ' prices 
for that grade of produce. In every way a system of regulated 
market where produce is sold by periodic auctions and whose 
operations will be controlled by a Board on which producers will 
be represented will be a great improvement on the present system. 
The iloyal Commission on Agriculture has strongly recoin mendi^cl 
the establishment of such markets. The matter was taken up by 
(ho Madras Provincial Cotton Committee and as a rest*il^ 5 
now before the local Legislative Council. Many such markets are 
necessary in the Presidency for cotton, oil seeds, toba<‘c<>, hides and 
skins, tea, coffee, copra and rubber. India to-day is one of the 
prinidpal exporters of tanned hides and skins, and Madras is 
responsible for the bulk of the Indian produce, and yet we have no 
local market for this important produce and the exportation of it 
abroad is attended with many difficulties connected witii finance. 
A hides and skins market in Madras is therefore an urgent need. 
Similarly a market for tea, <*oftee, copra and rubber is needed at 
Cot'hin wliicb may thereby come to compete with Colombo as a 
centre for estate produce. Serious diflBiculties are now felt by pro- 
ducers, especially by the smaller estate owners, iu the marketing of 
their produce. The European tea and coffee planters whom tlie 
Committee consulted on the matter agreed that a market at Cochin 
is a very promising idea. 

d6. Marketing surveys . — It is of the greatest importance that 
surveys should be made of market conditions in the Presidency. 
As the Royal Commission on Agriculture has put it the collec- 
tion and study of exact information on the question must necessarily 
precede the formation of an effective policy for the improvement 
of marketing (P. 408.) To carry out such surveys, persons 
trained iu economic enquiries are needed, and therefore the Com- 
mission recommends that the Universities and bodies like the 
Pxinjab Board of Economic Enquiry must collaborate in the matter. 

3i7. In chapter XI of the preeent Report (paragrapha 2QSkiiO)» it 
is stated that the cO-operative institutes might carry omt ffuoh 
surveys. These institutes are primarily sclu>ala. lar the training of 



l3iKoperaliT« and miuiy ol thmix taMliaM a<3t hmvm tti# 

Ijana and tiii» tf^miiig' naaded for imoli iavoaiigaiioiiii. In aay caar^ 
siMial 4 »d adbria by ibme inaiitutm are not likely to be of tnneb airail» 
if they work ninder the directioii of a central authority like 
piLe Board of JSconomic Enquiry guf^geetad in chapter 1» they run 
be made ueefnl local agencies lor the t^lleeiiou of information and 
the dissemination of marketing intelligence. 

*i8. The collection of information is not suiKcieut; it uitmi only 
he a preliminary step to practical work. The Board must aim at 
providing advice to the agriculturist by studying world market 
conditions and niaking seasonal forecasts. It must publish * oiii- 
hmk ’ reports every six months and ' readjustment ’ studies 
enabling ‘ sick ’ areas to readjxist production to the needs of the 
market must also be carried out. In short, it must be like a labo- 
ratory or observatory, and must do all the work done by the Bureau 
of Agricultural Economics maintained by the Ministry of Agricul- 
ture in the United States. 

Induiil ti/il hanking, — In paragraph 267, there is a stuiement 
,as follows: — There is no industrial bank at present and there 
does not a|)[)eui to lie any likelihood of one being formed in the 
1 disagree with my colleagues on this point. 

40. If there is need for industrial banks to grant long-term 
loans to imhistries — as 1 think there is — it is certain that they will 
not glow spontaneously. In (xermany and Japan, wliere such 
banks exist, tliey were the result of active State help. There seems 
to lu* need for an industrial bank in South India at the present 
time and I rei'oiumend that it may be started under State sui>er- 
vision and control. It might be possible to harness the nidhis to 
industrial investment but the matter requires further consideration. 

Regui^ation oe Banking (CiiAinnsR XV). 

41. It appears to me that the Indian Companies Act is not. 
adequate to control the operations of joint stock banks nor does 
it sufficiently safeguard the interests of the public that deposit and 
deal with them. 

42. We have not made any detailed enquiry into the financial 
position and stability of joint stock banks in the Presidcmcy ; yet 
we have enough evidence to indicate that the smaller of them have 
more or less neglected to build up adequate reserve funds in their 
anxiety to declare good dividends, and that the proportion of cash 
and securities held against demand liabilities generally in- 
adequate to protect them and their depositors against possible run/ 
The Indian Companies Act makes no provision for such require- 
ments; nor has the Registrar of Joint Stock Companies who 
administers the Act adequate powers to scrutinuse the stability 
banks. Indeed there is provision for audit, but the kind of audit 
that is now insisted on is not sufficient to safeguard the interests 




With «onMI 4pfm«wm. a’lkvImW ii&e liritere stock 

W sot ys* tamn firm 

«iH^9i^’|Pn'li4iK<^nify exporiett-c^ in th« f orTi njqijjy^lilt; W 
to aKirf0l$mt» a Balance sheet, it i» incumbent on finitltwlijia-pf to act 
m gnardbuto ^ ^ the. pvLbiio- azid’ ligfifiato lor the < regtilation of 
baalaug. , fiiven. in coontiaea^lUw^'litfrs^IJnitod iStaies of Antencu 
and Cantkfaiii Hrhefe bankang liaa^ developed coneiderably, spetaal 
enac’tmmite elucA to regaUtto banldng^ ' It is possible to provide for 
this in the Indian' Coinpames ih^t, hut as there are baiittmg ccmcei-ns 
other than Joint’ tiocklto be regulated and as it is proposed to 
bring ihem<aiau vithin iit« iMuddug mechanism of the country, it 
might apMar to have a separate enactment. ( recom- 

mend thtfMdiMMlIlirto^ which deal with non-members must also be 
bcoMIght. idlihihntiito pdle of the new enactment as they stand in 
aaed of rtgli^btion/Wi nm^ as the regtdar joint stock banks 

4fi. d^ct must also insist on banks restiictiug themselves 

to trbat ia properly considered banking business Loans should not 
ba graotod by *a bsmk 'On the security of its own shares. The rights 
aOtoubligiatftipa o£ baiik directors must be defined by law. A definite 
mhdton between subscribed and paid-iip capib^l 

and HI »WiililWi|ida* paid-up topital must be insisted u}>ou 'fVJi&re tr 
bank oommanAtoii^erations. Such minimum must vary according 
to the nature of >bitsiness and the field of operations of the new 
concern. There, be clear-cut rules about fhe building 'up of 

the reserve fund; and the form and manner in which liquid assets 
should be ihs^ntaiaed. Audit must be moie independent than it 
is at presepl, and altj^ough 1 Would not suggest that Goieiument 
^ahould direouy uadtotidce it, 1 recommend that until a society of 
^^llglified atlditom arto|W» the Provincial Government might be 
' aw^i Kiw a r e d to^psaacrloa rales for the proper auditing of bank 

44. ’Banking education . — The facilities aidillilible for banking 
educatimi in the Presidency are not adequate. Banking and 
Currency is a special subject for the B.A. Honours Course in the 
University, and the subject comes to a certain extent info the B.A. 
Pass Course as well ; but these courses are not adequate to give 
specialised training in advanced banking, theory and practice, 
^ba dngtoaibodisn in which such a training could be given 

is tfl|p||^f|omw ll^h ik deg^ree has been reomitly institutod in the 
Univecw^'i‘%^ ^ provision ha$ been made for preparing students 
for thn^degkto.^ w these circumstances 1 recommend that a college 
{ Madras by the joint efforts of the 

/'"l^wnmra.^ ^..t^ntyarkty. 

Agtii i0ai. 


P. J, THOMAS. 




If^Jdkimas sn OAtfagnpb S soniiAiMuk^^ work o# tko ^Jolaittit^ 
iin^ koqglgaftta^ikRi'ifMi CkuilinitibMi,^.wi[mlkih« wm «««l«bikl>«r hkgfOk 
iustir« woik onfy ia Janourr. Thiui Is not ofuiroot. The Ooni^itttie 
met fifteen times between Augrort and Deosubsor.' I* dseided to 
defer oral evidence until tbe written evidence 'hae been received 
and_ the Investij^ators* reports ex^inSd.’ The Invesiigatdrs 
obvioualy could make detail^ enquiries only in a few villains and 
the aui^grestion that intenrive aurv^ra of villiq|e eoaditioas fjould b# 
carried out in the 1,200 villages of a dietrict i> tmwmrt^jf-iri setione 
consideration. Mr. Thomas undertook to cheek tlie rietk of these 
InvestigatorH and went to certain villages lor the plorbdsa on 28nd 
to 25th October, 6th, 7tl» and 2drd December. The Ittves^iga^rs* 
reports are published and speak for themselves. ' ^ 

Tlte nieiubeis at the Committee were expected to Inrbig a ODa> 
•^siderable peisouul knowledge to bear on the problems* a»id.gaiteral%* 
v ^re in a pewit lop lo'rtn so. It Was not expaotad t||riit*'|iaiSnbeVn w 
■^^ne^nmMiittee would reipiire t(» learn, after joiiung 4ba Ckltaitilitfse| 
4^11 the meiuents and conditions ni rural life in the prcrriniie. TiMt 
* prcgraitime u'as agreed to and worked out on this ba^s^ ' ^ 

With regard to the Chapter on ‘ Total Indebtedness * I nppend 
the figures Virought by Mr. Thomas before the Committee but, Itqi 
now included in his report. The figures were riven by a.rssearch 
student in the Ooimnaioie district in lfi27T-2fi Ver|S as 

follows : — ' , . , 

from In in IwM. 

t9tf^l92$, 1927. 19^ md 19n. 


Fnnear *• *« 

Foetkadftira . .. 
Babatampft.K3rftltt 
KoUunangASam . • 

BbattaoaHhiay yAmpulI I 
Komarftpalayaxn 
Malay aoiiMm or 




77 

43 

37 

99 

73 

192 



1^91 


23 

14 

23 

30 

3 $ 

63 

36 

*0 

63 

13 


16 

2 

16 

SO 

33 

36 

0 



106 


This s1h>W 8 that with an average of 100 per year oVel^ 

ten years, 300 were subsisting at the end of "fhe period though 
only 198 had actually been regiatered durhQ|^ 3 yeariii; thi^. 

i» to" say that the number registered during last 3 years 
l>elow the average. It has never been sugg4Ml^ed mort^ajpB^ 

last only 3 years but it was sugg^Oted that 3tblle some arejiaid oM 
and others increase, soane are canceled or superseded after a year 



and otliars peraia^, teat 10 ar 13 yaaca iMiota %«lag‘ oaiMaPad or re- 

E laced by a new doemnent. On an arerage they laai alMM#^ 
nt at any time 4lMt arerape includes amaEa ^a$ only caw ^year's 
dt^iion and mimy otb^ears ^ nmch longer d^^tlcn^ tbaai^ ' 
years. ICf, Thomas in ^ support t^C oimtendie 
Repca# iisclf emphaiiMMi %a dnbioiw nainiw. of infttrma^^ 
in^^»todn«sa when tsk|^ Heom a single sbjM^ 00 ^ 
cotnpniatton. ^ 

It is quite incorrect to say that in paragraph 90 figures sCWiffe 
given- to aupport the three-year formula. All infonnation ^iblained 
was put ■ forwartl. It did support the three-year figvWC hut 
the suggestmn that attempts were made to bolstmr up the formula 
by fresh figures is without foundatiofi or any justificaiMon whai^Sinr, 
and I know of no information to support the statemeiil 
lakhs of mortgages registered apnually a great majorii^ 
unredeemed for many years. No su<-h information was placed before 
the Committee and the fact that many mortgages end in sabs does 
not controvert the other fact that, on t&O average a registOTed 
mortgage document does not subinst for miOle liian three yeilrs. 

Tfidhu and chits . — All the evidence w|uck Mr. Thomas asked 
for regarding these was obtained. Hg -further |ugg«»tedLy|^j''-^*.'^q^^ 
Committee, should go back to Coii|tbatbfp to study the. matter agaui . , 
of the Onnmittee ck>nsider^...»^pt p|H|i|fWte 

IliipiiWiftinilr as it had already camped in eamtb' time 

bab «f| jVi siif ^iggested that if Mr. Thoaepa wlehed Iw Hftlgiil go-bsck 
i|hysl^imbat6re and himself make any further eaqr^irtes he saw fit. 
ffiH^^cimed to do so. 

df bankinff.-^'M.r. Thomas’s statStitent in paragraph 
41 that the smaller banks neglect their reseryf^.>ij) fheir anxiety 
to pay dividend fs aot entirely borne out by the etatemeot iu para-^ 
graph 40 -of the B>e{Wrt, of 16 -liamks uf which the Jialpikce «be^t4 
were'befoire 'us. ’ , " " - *> 




H. M. HOOD. 






